IMPORTANT NOTICE

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the
offering memorandum attached to this electronic submission (this “Offering Memorandum”), and you are advised to read this
disclaimer page carefully before reading, accessing or making any other use of this Offering Memorandum. In accessing this
Offering Memorandum, youagree to be bound by the following terms and conditions, including any modifications to it from time
to time, each time you receive any information as a result of such access. You acknowledge that you will not forward this
electronic submission or this Offering Memorandum to any other person.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE
IN THE UNITED STATES OR ANY JURISDICTION WHEREIT IS UNLAWFUL TO DO SO. ANY SECURITIES TO
BE ISSUED HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933,
AS AMENDED (THE “SECURITIES ACT’), OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY
STATE OROTHER JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED, SOLD, PLEDGED
OR OTHERWISE TRANSFERRED EXCEPT (1) INACCORDANCE WITH RULE 144A TO APERSON THAT THE
HOLDER AND ANY PERSON ACTING ON ITS BEHALF REASONABLY BELIEVE IS A “QUALIFIED
INSTITUTIONAL BUYER” WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT (A “QIB”)
THAT IS ACQUIRING THE NOTES FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE
QIBS, (2) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 903 OR RULE 904 OF
REGULATION S UNDER THE SECURITIES ACT, (3) PURSUANT TO AN EXEMPTION FROM REGISTRATION
UNDER THE SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER, IF AVAILABLE, OR (4) PURSUANT
TO ANY EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT, IN EACH CASE IN
ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. NO
REPRESENTATION CAN BE MADE AS TO THE AVAILABILITY OF THE EXEMPTION PROVIDED BY RULE
144 UNDER THE SECURITIES ACT FORRESALES OF THE NOTES.

ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS OFFERING MEMORANDUM IN
WHOLE OR IN PART IS PROHIBITED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A
VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU
HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING
RESTRICTIONS, YOU ARE NOT AUTHORIZED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE
SECURITIES DESCRIBED THEREIN.

Confirmation of your Representation: You have been sent this Offering Memorandum on the basis that you have
confirmed to the initial purchasers, being the sender of the attached that: (i) you have understood and a gree to the terms set out
herein, (ii) you consentto the delivery of this Offering Memorandum by electronic transmission, (iii) you are either (a)nota U.S.
person (within themeaning of Regulation S of the Securities Act), and are notacting for the account or benefit ofany U.S. person
or (b)a person thatisa QIB, (iv) you will not transmit this Offering Memorandum (or any copy of it or part thereof) or disclose,
whetherorally orin writing, any ofits contents to any other person exceptwith the consentof the initial purchasers, and (v) you
acknowledge that you will make your own assessment regarding any legal, tax or other economic considerations with respectto
yourdecision to subscribe for or purchase any ofthe securities.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or solicitation in
any place where offers or solicitations are not pemitted by law. Ifa jurisdictionrequires that the offeringbe made by a licensed
brokerordealerandtheunderwriter orany affiliateof theinitial purchasers is a licensed broker or dealer in that jurisdiction, the
offeringshallbe deemedto be made by the initial purchasers or suchaffiliate on behalf of theissuerin such jurisdiction.

This Offering Memorandum has been delivered to you on the basis thatyouare a person into whose possession this Offering
Memorandum may lawfully be delivered in accordance with the laws of the jurisdiction in which you are located and youmay
not,norare you authorized to deliver this Offering Memorandum, electronically or otherwise, to any person. Failure to comply
with this directive mayresult in a violation of the Securities Act orthe applicable securities laws of other jurisdictions.

This Offering Memorandum has been sent to you in electronic form. You are reminded that documents transmitted via this
medium may be altered or changed during the process of transmission and consequently, noneof theissuer, the guarantor or the
initial purchasers orany person who controls them orany oftheir directors, officers, employees or a gents, or any affiliate of any
such person, accepts any liability or responsibility whatsoever in respect of any difference between this Offering Memorandum
distributed to you in electronic format and the hard copy version available to you on request from the issuer or the initial
purchasers.



OFFERING MEMORANDUM STRICTLY CONFIDENTIAL

o> Totalplay-

TOTAL PLAY TELECOMUNICACIONES, S.A.DE C.V.
U.S.$575,000,000

7.500% Senior Notes due 2025

We are offering U.S.$575,000,000 aggregate principal amount of our 7.500% Senior Notes due 2025 (the “Notes”). We will pay interest on the
Notes semi-annually in arrears on May 12 and November 12 of each year, beginningon May 12, 202 1. The Notes will mature on November 12,2025.

We may redeem the Notes, in whole or in part, at any time on or after November 12, 2023 at the applicable redemption prices set forth in this
offering memorandum (this “Offering Memorandum’), plus accrued and unpaid interest and Additional Amounts (as defined herein) thereon. Prior to
November 12,2023, we may alsoredeem the Notes, in whole or in part,at a redemption price based ona “make-whole” premium plus accrued and
unpaid interest and Additional Amounts thereon. In addition, at any time onor prior to November 12, 2023, we may redeem up to 40% of the Notes
at a redemption price equal to 107.500% of their principal amount, plus accrued and unpaid interest and Additional Amounts thereon, using the
proceeds of certain equity offerings. Inthe event of certain changes in Mexican withholding tax, we may redeem the Notes, in wholebut not in part,
at 100.000% of'their principal amount, plus accrued and unpaid interest and Additional Amounts thereon. There is no sinking fund forthe Notes. If a
Change in Control Triggering Event (as defined herein) occurs with respect to us, unless we have exercised our option to redeem the Notes, each holder
of the Notes will have the right to require us to repurchase all or any part of that holder’s Notes at 101.000% of the aggregate principal amount of
Notes repurchased, plus accrued and unpaid interest and Additional Amounts thereon.

The Notes will be unconditionally guaranteed by our subsidiary, Total Box, S.A. de C.V. (the “Guarantor”). The Notes and the guarantee will be
our and the Guarantor’s senior unsecured obligations (subject to certain statutory preferences under Mexican law, such as tax, social security, and labor
obligations), and will rank equally in right of payment to all of our and the Guarantor’s respective existing and future seniorunsecured indebtedness.
The Notes and the guarantee will rank effectively juniorin right of paymentto any of our and the Guarantor’s respective existing and future s ecured
indebtedness to theextent of the value ofthe assets securing such indebtedness.

See “Risk Factors” beginning on page 25 for a description of certain risks you should consider before investing in the Notes.
Price: 100.000% plus accrued interest, if any, from November 12, 2020.
The Notes have not been registered under the U.S. Securities Act 0f1933,as amended (the “Securities Act”),or any state securities law. Accordingly,
the Notes are being offered and sold only to qualified institutional buyers (each a “QIB”) in accordance with Rule 144A (“Rule 1444”) under the
Securities Act and outside the United States in accordance with Regulation S (“Regulation S”) underthe Securities Act. Prospectiveinvestors that are

QIBs are hereby notified that the seller of the Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided
by Rule 144 A.For a description of certain restrictions on transfers of the Notes, see “Plan of Distribution”and “Transfer Restrictions.”

We will apply to list the Notes for quotation on the Singapore Exchange Securities Trading Limited (the “SGX-ST”). The SGX-ST assumes no
responsibility for the correctness of any information contained in this Offering Memorandum. The admission of the Notes to the official list of the
SGX-ST is notan indication of the merits ofus orthe Notes. The Notes will be traded in a minimum board lotsize 0fS$200,000 (or its equivalent in
foreign currencies) as long as any of the Notes arelisted on the SGX-ST and therules ofthe SGX-ST so require.

The information in this Offering Memorandum is our exclusive responsibility and it has not been reviewed or authorized by
the National Banking and Securities Commission (Comision Nacional Bancariay de Valores, or the “CNBV”’). The Notes have
not been and will not be registered with the National Securities Registry (Registro Nacional de Valores, or the “RNV”)
maintained by the CNBYV, and, therefore, may not be publicly offered or sold or otherwise be the subject of brokerage activities
in Mexico, except that the Notes may be offered and sold in Mexico, on a private placement basis, to persons that are
Institutional Investors (Inversionistas Institucionales) or Accredited Investors (Inversionistas Calificados), pursuant to the
private placement exemption of article 8 of the Securities Market Law (Ley del Mercado de Valores) and the regulations
thereunder. As required under the Securities Market Law, we will notify the CNBYV of the offering and issuance of the Notes
outside of Mexico, and the main terms of the Notes. Such notice will be submitted to the CNBYV to comply with article 7 of the
Securities Market Law, for informational purposes only and does not imply any certification as to the investment quality of the
Notes, our solvency, liquidity or credit quality or the accuracy or completeness of the information set forth herein. This Offering
Memorandum may not be publicly distributed in Mexico. The acquisition of the Notes by any investors, including any investor
whois a resident of Mexico, will be madebased on such investor’s responsibility.

The Notes will berepresented by global notes in registered form. We expect that the notes will be delivered to purchasers in book-entry form through
The Depository Trust Company (“D7C”)and its direct and indirect participants, including Clearstream Banking S.A. (“Clearstream”)and Euroclear
Bank SA/NV, as operator of the Euroclear System (“Euroclear’), on or about November 12, 2020.

Global Coordinators and Lead Bookrunners

Barclays Credit Suisse Jefferies

Bookrunner

BCP Securities

Co-Manager
Actinver

The date of this Offering Memorandum is November 9, 2020.
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Unless otherwise indicated, references in this Offering Memorandum to “Total Play” orthe “Issuer” are to
TotalPlay Telecomunicaciones, S.A. de C.V., the issuer of the Notes, on an unconsolidated basis; references in this
Offering Memorandum to the “Guarantor” areto our subsidiary, Total Box, S.A. de C.V., the guarantor of the Notes;

and references in this Offering Memorandum to the “Total Play Group,” “we,” “our,” “ours,” “us” or similar temms
areto Total Play andall of its subsidiaries on a consolidated basis.

In addition, the term “Mexico” refers to the United Mexican States (Estados Unidos Mexicanos) and the
phrase the “Mexican government” refers to the federal government of Mexico.

Prospectiveinvestors should rely only on the information contained in this Offering Memorandum. None of
the Issuer, the Guarantor or Barclays Capital Inc., Credit Suisse Securities (USA) LLC, Jefferies LLC, BCP Securities
LLC or Actinver Securities, Inc. (collectively, the “Initial Purchasers’)norany other person has authorized anyone
to provide prospective investors with information that is different. This document may only be used where it is legal
to sell the Notes (or beneficial interests therein). The information in this Offering Memorandum is only accurate on
the date of this Offering Memorandum.

The Initial Purchasers make no representation or warranty to any investor, prospective investor or other
person asto the accuracy or completeness of the information contained in this Offering Memorandum, and nothing
herein will be deemed to constitute such a representation or warranty by the Initial Purchasers ora promise or
representationas to our future performance or the future performance of the Notes. None oftheInitial Purchasers nor
any of their respective officers, employees, affiliates, counsel, agents or other representatives is responsible for this
Offering Memorandum or any portion hereof (including the accuracy of any information herein or any omission
herefrom)and (exceptto the extentrequired by applicable law)no such personwill haveany liability to any investor
or any other person for any reason with respecthereto.

Prospectiveinvestors should assumethatthe information appearing in this Offering Memorandum is accurate
as of the date on the front cover of this Offering Memorandum only. Our business, financial condition, results of
operations and prospects may have changed since that date. Neither the delivery of this Offering Memorandum nor
any sale made hereunder shall under any circumstances imply that the information herein is correct as of any date
subsequent to the date onthe cover of this Offering Memorandum.

This Offering Memorandum has been prepared foruse solely in connection with the proposed offering of the
Notes. This Offering Memorandum does not constitute an offerto any person (otherthan the offeree to whom it has
been delivered), orto the public in general, to subscribe for or otherwise acquire the Notes. No one is authorized to
give information with respectto the offer and sale ofthe Notes other than that contained in this Offering Memorandum.

This Offering Memorandum may be used only for the purpose for which it has been published.



This Offering Memorandum is intended solely for the purpose of'soliciting indications of interestin the Notes
from qualified investors and does not purport to summarize all of the terms, conditions, covenants and other provisions

relatingto the terms of the Notes contained in the indenture pursuantto which the Notes will be issued.

This Offering Memorandum has been prepared by us based upon our own information and information
obtained from Mexican authorities or published sources. We have taken all reasonable care to ensure: (a) that the
information contained in this Offering Memorandum in relation to us and the Notes is true and complete in all material
respects and in accordance with the facts and doesnotomit anything that is likely to affect its import and (b) that there
are no material facts, the omission of which would make any statement herein misleading. Furthermore, the market
information in this Offering Memorandum has been obtained by us from publicly a vailable sources deemed by us to
be reliable. We do not accept responsibility for correctly extracting and reproducing such information.
Notwithstanding any investigation that the any Initial Purchaser may have conducted with respectto the information
contained in this Offering Memorandum, the Initial Purchasers accept no liability in relation to the information
contained in this Offering Memorandum or its distribution or with regard to any other information supplied by us or
on our behalf.

The Notes offered through this Offering Memorandum are subject to restrictions on transferability and resale
and maynotbe transferred orresold in the United States exceptas permitted under the Securities Act and applicable
U.S. state securities laws pursuant to registration (or exemption from registration) under such laws. By purchasing the
Notes, prospective investors will be deemed to have made certain acknowledgments, representations, warranties and
agreements as set forthunder “Transfer Restrictions.”

Each prospectiveinvestor should be aware thatit may be required to bear the financial risks of'this investment
foran indefinite period of time. Inmaking an investment decision, prospective investors must rely on their examination
of us and theterms of this offering, including the merits and risks involved.

Notwithstanding anything herein to the contrary, except as reasonably necessary to comply with applicable
securities laws, prospective investors (and each employee, representative or otheragentofa prospective investor) may
disclose to any and all persons, without limitation of any kind, the U.S. federal income tax treatmentand tax structure
of'the offeringandall materials ofany kind (including opinions or other tax analysis) thatare provided to prospective
investors relatingto such tax treatment and tax structure. For this purpose, “taxstructure”is limited to facts relevant
to the U.S. federal incometax treatment of the offering of the Notes but does not include any other information.

The Notes represent obligations of the Issuer, the repayment of which is guaranteed by the Guarantor, and
do not represent interests in, or obligations of, any other person.

The Notes have not been approved or disapproved by the U.S. Securities and Exchange Commission (the
“SEC”),any statesecurities commission or any other U.S., Mexican or other regulatory authority, nor have any of the
foregoing authorities passed upon or endorsed the merits of this offering or the accuracy or adequacy of this Offering
Memormandum. Any representation to the contrary may be a criminal offense.

The distribution ofthis Offering Memorandum and the offering of the Notes in certain jurisdictions may be
restricted by law. Persons that come into possession of this Offering Memorandum are required by us and the Initial
Purchasers to inform themselves about and to observe any such restrictions. This Offering Memorandum does not
constitute an offer to sell or the solicitation of an offer to buy the Notes (or any beneficial interest therein) in any
jurisdiction in which such offer or solicita tion is unlawful. Prospective investors must comply with all applicable hws
and regulations in force in any jurisdictionin which such prospective investor purchases, offers or sells the Notes or
possesses or distributes this Offering Memorandum and must obtain any consent, approval or permission required for
the purchase, offer or sale of the Notes by such prospective investor under the laws and regulations in force in any
jurisdiction to which such prospective investor is subjectorin which such prospective investor make such purchases,
offers orsales, and neither we northe Initial Purchasers will have any responsibility therefor.

No person has been authorized to give any information or to make any representation other than those
contained in this Offering Memorandum and, if given or made, such information or representations mustnotbe relied
upon by any investor or prospective investoras having been authorized by us, the Initial Purchasers orany director,
employee, affiliate, counsel, agent or other representative of any such person. The delivery of this Offering
Memorandum at any time does not imply that information herein is correct as of any time after the date hereof. No
Notes (orbeneficial interests therein) may be sold without delivery of this Offering Memorandum.
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Prospective investors are not to construe the contents of this Offering Memorandum or any previous or
subsequent communications from us, the Initial Purchasers or any of their respective officers, employees, affiliates,
counsel, agents or other representatives as investment, legal, accounting, regulatory, tax or other advice. Before
investingin any Note, a prospective investor should consult with its own business, legal, accounting, regulatory, tax
and other advisors to determine the appropriateness and consequences of an investment in the Notes in such
prospective investor’s specific circumstances and arrive at an independent evaluation of the investment based upon,
among other things, its own views as to the risks associated with the us and the Notes. Investors whose investment
authority is subjectto legalrestrictionsshould consulttheir legaladvisors to determine whether and to what extent the
Notes constitute legal investments for them.

AVAILABLE INFORMATION

We are not subjectto theinformationrequirements ofthe U.S. Securities Exchange Act 01934, as amended
(the “ExchangeAct”). To permit compliance with Rule 144A in connection with resalesof Notes, we will be required
under the indenture pursuant to which the Notes will be issued, upon the request of a holder of Notes (during the
restricted period, as defined in the legend included under “Transfer Restrictions”), to furnish to such holder and any
prospective purchaser designated by such holder the information required to be delivered under Rule 144A(d)(4) under
the Securities Act, unless we either furnish information to the SEC in accordance with Rule 12g3-2(b) under the
Exchange Act or furnish information to the SEC pursuant to Section 13 or 15(d) of the Exchange Act. Any such
request may be made to us in writing at our main office located at Av. San Jerénimo 252, Colonia La Otra Banda
04519, 14000, Mexico City, Mexico, Attention: Alejandro Enrique Rodriguez Sanchez.

NOTIFICATION UNDER SECTION309B OF THE SECURITIES
AND FUTURES ACT (CHAPTER 289) OF SINGAPORE)

In connection with Section 309B of the SFA and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “OMP Regulations 201 8”), we have determined the classification ofthe Notes as
prescribed capital markets products (as defined in the OMP Regulations 201 8) and Excluded Investment Products (as
defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice

on Recommendations on Investment Products).
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PROHIBITION OF SALES TO EUROPEAN ECONOMIC AREA AND
UNITED KINGDOM RETAIL INVESTORS

The Notes arenotintended tobe offered, sold or otherwise made available to, and should not be offered, sold
or otherwise made available to, any retail investor in the European Economic Area (the “EEA”) or in the United
Kingdom (the “UK”). Forthese purposes, a retail investor means a person who is one (ormore) of’ (i) a retail client
asdefinedin point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID IT’); (ii) a customer within the
meaning of Directive (EU) 2016/97 (as amended, the “Insurance Distribution Directive”), where that customer would
not qualifyas a professional client as defined in point (10) of Article 4(1) of MiFIDIT; or (iii) not a qualified investor
(as defined in Regulation (EU) 2017/1129 (as amended, the “Prospectus Regulation”). Consequently, no key
information document required by Regulation (EU) No. 1286/2014 (as amended, the “PRIIPs Regulation™) for
offeringorselling the Notes or otherwise making them available to retail investors in the EEA orin the UK has been
prepared and therefore offering or selling the Notes or otherwise making them available to anyretail investorin the
EEA or in the UK may be unlawfulunder the PRIIPs Regulation.

In the UK, this Offering Memorandum and any other material in relation to the Notes described heren are
beingdistributed only to, and are directed only at, personswho are “qualifiedinvestors” (asdefined in the Prospectus
Regulation) who are (i) persons having professional experience in matters relating to investments falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”),
or (i) high net worth entities falling within Article 49(2)(a) to (d) of the Order, or (iii) persons to whom it would
otherwise be lawfulto distribute them, all such persons together being referred to as “Relevant Persons.” In the UK,
the Notes are only available to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire the
Notes will be engaged in only with, Relevant Persons. This Offering Memorandum and its contents are confidential
and should notbe distributed, published or reproduced (in whole or in part) or disclosed by any recipients to any other
person in the UK. Any person in the UK that is not a Relevant Person should not act or rely on this Offering
Memormandum orits contents. The Notes are not being offered to the public in the UK.

Persons into whose possession this Offering Memorandum may come are required by the Issuer and the
Initial Purchasers to inform themselves about and to observe such restrictions.

NOTICE TO RESIDENTS OF MEXICO

The Notes have not been and willnot be registered with the RNV maintained by the CNBV and therefore the
Notesmay not be publicly offered orsold or otherwise be the subject of brokerage activities in Mexico, except that
the Notes may be offered and sold in Mexico, on a private placement basis, to investors that qualify as Institutional
Investors (Inversionistas Institucionales) or Accredited Investors (Inversionistas Calificados), pursuantto the private
placement exemption set forth in article 8 of the Mexican Securities Market Law and the regulations thereunder. As
required under the Mexican Securities Market Law, the Issuer and the Guarantor will notify the CNBYV ofthe offering
and issuance of the Notes outside of Mexico, through the Issuerand the Guarantor, and the main terms of the Notes.
Such notice will be submitted to the CNBV to comply with article 7, second paragraph, of the Mexican Securities
Market Law and articles 24 Bis and 24 Bis 1 of the General Regulation Applicable to Securities Issuers and Other
Securities Market Participants (Disposiciones de cardcter general aplicables a las emisoras de valoresy a otros
participantes del mercado de valores), for statistical and informational purposes only and does not imply any
certification as to the investment quality of the Notes, the solvency, liquidity or credit quality of the Issuer and the
Guarantororthe accuracy or completeness of the information set forth herein. This Offering Memorandum may not
be publicly distributed in Mexico. The information contained in this Offering Memorandum is exclusively the
responsibility ofthe Issuerand the Guarantor and hasnotbeenreviewed or authorized by the CNBV. Theacquisition
ofthe Notes by any investor who is a resident of Mexico willbe madeunder such investor’s responsibility.
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FORWARD-LOOKING STATEMENTS

This Offering Memorandum contains statements that constitute forward-looking statements. Examples of
such forward-looking statements include, but are notlimited to: (i) statements regarding our future financial position
and resultsofoperations strategy, plans, objectives, goals and targets and future developments in the markets in which
we participate or are seeking to participate or anticipated regulatory changes in the markets in which we operate or
intend to operate in; and (i) statements of assumptions underlying such statements. Words such as “believes,”
“anticipates,” “should,” “estimates,” “seeks,” “forecasts,” “expects,” “may,” “intends,” “plans,” “might,” “could,”
“can,” “would,” “will,” “target,” “project,” “continue,” “aim,” “likely”” and similar ex pressions are intended to identify

forward-looking statements but arenot exclusive means ofidentifying such statements.

2 ¢

Forward-looking statements are not guarantees of future performance. These statements are based in large
part on current expectations and projections about future events and financial trends that affect or may affect our
business, industry, financial condition, results of operations or prospects and/or cash flow. Although we believe that
these estimates and forward-looking statements are based onreasonable a ssumptions, these estimates and statements
are subjectto severalrisks and uncertainties and aremade in light of the information currently available tous. By their
very nature, forward-looking statements involve inherentrisks and uncertainties, both general and specific, and risks
exist that the predictions, forecasts, projections and other forward-looking statements willnot be achieved. We caution
prospective investors that a number of important factors could causeactual results to differ materia lly from theplans,
objectives, expectations, estimates and intentions expressed or implied in such forward-looking statements, including
the following factors:

e the economic, financial, political and public health effects of the coronavirus SARS-CoV2 (“COVID-
19”)pandemic (orany other pandemics, epidemics or similarhealth crises), in Mexico and around the
world, and any restrictive measures imposed by governmental authorities to mitigate the outbreak, and
to the extent that they continue to have materially adverse macroeconomic effects, they may intensify
the impact ofthe otherrisks to which we are subject;

e ourability toimplement, in a timely and efficient manner, any measure required to respond to or mitigate
the impacts ofthe COVID-19 pandemic on our business, operations, cash flows, prospects, liquidity and
financial condition;

e ourability to anticipateand efficiently respond to temporary or long-term changes in the behavior of our
consumers due to the COVID-19 pandemic or to other pandemics, epidemics or similar health crises,
even afterthe outbreak has been sufficiently controlled;

e risksrelated to ourplans and objectives for future operations and expansion or consolidation;

o risks related to our ability to integrate successfully operations that we may acquire or develop in the
future, including the risk that any such integration could be more difficult, time-consuming or costly
than expected;

o risksrelated toourbusiness, strategy, expectations about growth in demand for our services and business
operations, financial condition and results of operations;

e ouraccess to fundingsources, and the costof funding;
e changesin regulatory administrative or economic conditions a ffecting the telecommunications markets;
e telecommunications usage levels, including traffic and customer growth;

e competitive forces and competition, including pricing pressures, the ability to connect to other operators’
networks and our ability to retain market share in the face of competition from existing and new market
entrants as wellas industry consolidation;

e legalorregulatory developments and changes, or changes in governmental policy, including with respect
to availability of licenses, thelevel of tariffs, tax matters, the terms of interconnection, customer access

and international settlement arangements;
e delaysinimplementingnew technologies or service access networks;

e ourability to anticipateincreased use of bandwidth-intensive services;



e ourability to address service interruptions and delays or to properly deal with interruptions or cyber-
attacks that affectour IT systems;

e ourability to maintain and expand our telecommunications network;

o risks associated with marketdemand forand liquidity of the Notes;

e foreign currency exchange fluctuations relative to the U.S. dollar a gainst the Mexican peso;
o risks related to Mexico’s social, political or economic environment;

o thelevel and timing of the growth and profitability of new initiatives, start-up costs associated with
entering new markets, the successful deployment of new systems and applications to suppoit new
initiatives;

e ourability to maintain existing rela tionships with our content providers onreasonable economic terms;

e ourability to comply with the terms of our operating concession and licenses;

e relationships with key suppliers and costs of technologies, set-top boxes and other equipment;

e technologicaladvances, developmentsandevolving industry standards, including challenges in meeting
customer demand for new technology and the cost ofupgrading existing infrastructure;

e changesin ourfinancial condition;

e our dependence on intellectual property rights and on not infringing on the intellectual property rights
of others;

e laborrelations with ouremployees or increases in labor costs;
e otherfactors ortrends affecting our financial condition or results of operations;

e the effect of changes in accounting principles, new legislation, intervention by regulatory authorities,
government directives and monetary or fiscal policy in Mexico; and

e various other factors, including without limitation those described under “Risk Factors.”

Prospective investors are cautioned that the foregoing list of significant factors may not contain all of the
material factors that are important to you. In addition, in light of these risks and uncertainties, the matters referred to
in the forward-looking statements contained in this Offering Memorandum may notin fact occur. Many oftheserisks
are beyond ourability to control or predict. All forward-looking statements attributable to us or persons acting on our
behalf are expressly qualified in their entirety by the cautionary statements contained throughout this Offering
Memorandum.

Should one or more of these factors or uncertainties materialize, or should underlying assumptions prove
incorrect, actual results may vary materially from those described herein as anticipated, believed, estimated, expected
or intended.

Prospective investors should read the sections in this Offering Memorandum entitled “Risk Factors,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “The Total Play
Group” fora more complete discussion ofthe factors that could affect our future results and the markets in which we
operate. In light of these risks, uncertainties and assumptions, the forward-looking events described in this Offering
Memorandum may not occur. Moreover, no assurancescanbe given that any ofthehistorical information, data, trends
or practices mentioned and described in this Offering Memorandum are indicative of future results or events.

None of the Issuer, the Guarantor or the Initial Purchasers undertakes any obliga tion to update or revise any
forward-looking statements, whether as a result of new information, futureeventsor otherwise, exceptas required by
law.
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DEFINITIONS OF CERTAIN INDUSTRY TERMS

Unless otherwise required by the context or explicitly stated, the following definitions shall apply throughout
this Offering Memorandum.

“ARPU” refers to average revenue peruser.
“BRM?” refers to billing and revenue management.

“Consolidated L2QA EBITDA” refers to EBITDA for the most recently ended two consecutive fiscal quarters for
which internal financial statements are a vailable immediately precedingany calculation date, multiplied by two.

“DDoS” refers to distributed denial of service.

“DNS” refers to domain nameserver.

“DTH?” refers to direct-to-home.

“EBITDA” refers to gross profit less network-related and sellingand administrative general expenses.
“EBITDA Margin” refers to EBITDA divided by revenues from services.
“FTTH” refers to fiber-to-the-home.

“FTTx” refers to fiber-to-the-x.

“Gbps” refers to Gigabit per second.

“GPON” refers to gigabit passive optical network.

“IPTV” refers to internet protocol television.

“ISP” means an internet service provider.

“LAN” refersto Local Area Network.

“MPLS” refers to multiprotocol label switching.

“MVNQO” refers to Mobile Virtual Network Operator.

“OLTSs” refers to optical line terminals.

“OTT” means over-the-top.

“PMP” refers to point-to-multipoint.

“PMS” refers to property management system.

“POPs” refers to points of presence.

“PoS” refers to point-of-sale.

“PTN” refers to the public telecommunications network (Red Publica de Telecommunicaciones)
“RGU” refers to revenue generating unit.

“SDWAN?” refers to Software-Defined Wide Area Network.

“SMB” refers to small-and medium-sized businesses.

“Thps” refers to Terabits per second.
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PRESENTATION OF FINANCIAL INFORMATION AND OTHER INFORMATION
Financial Statements

Our audited consolidated financial statements as of and for the years ended December 31, 2019, 2018 and
2017 and the related notes thereto included herein (the “Annual Consolidated Financial Statements”) and our
unaudited condensed interim consolidated financial statements as of and forthe six months in the period ended June
30,2020 and 2019 and the related notes thereto included herein (the “Interim Consolidated Financial Statements”
and, together with the Annual Consolidated Financial Statements, the “Consolidated Financial Statements”) have
been prepared and are presented in accordance with International Financial Reporting Standards (collectively, “/FRS”)
issued by the International Accounting Standards Board (“/4SB”). In addition, our Interim Consolidated Financial
Statements have been prepared in accordance with TAS 34 “Interim Financial Reporting,” as issued by TASB.

The Annual Consolidated Financial Statementsincluded in this Offering Memorandum have been audited by
Mazars Auditores, S.de R.L.de C.V., independent auditors, as stated in their reports appearing herein.

With respect to the Interim Consolidated Financial Statements, Mazars Auditores, S. de R.L. de C.V.,
independent auditors, have reported that they applied limited procedures in accordance with professional standards
fora review of such information. However, their separatereport included herein states that they did not audit and they
do not express an opinion on the Interim Consolidated Financial Statements. Accordingly, the degree of reliance
placed ontheirreport onsuch information should be measured in light of the limited nature of the review procedures
applied.

Market Information

The market information presented or referred to throughout this Offering Memorandum concerning the
industry in which we operate was obtained from or generally based on marketresearch, publicly a vailable information
and industry publications believed to be reliable. We have included from or generally based on information from
reports prepared by established sources, such as the Mexican Federal Institute of Telecommunications (/nstituto
Federal de Telecomunicaciones,the “IFT’),among others. Although the information contained in such publications
is derived from sources considered trustworthy and reliable, neither we nor the Initial Purchasers have independently
verified and cannot guarantee the accuracy of such information. We have noreasontobelieve any ofthis information

is inaccurate in any material respect.

Rounding

Certain amounts and percentages that appear in this Offering Memorandum have been subject to rounding
adjustments; accordingly, figures shown as totals in certain tables may not be the arithmetic sum of the figures that
precede them.

Translation of Mexican Peso Amounts into U.S. Dollars

The financial and other information appearing in this Offering Memorandum is presented in Mexican pesos.
In this Offering Memorandum references to “pesos” or “Ps.” are to Mexican pesos and references to “U.S. dollars”
or“U.S.$” are to United States dollars. This Offering Memorandum contains translations of certain peso amounts into
U.S. dollars at specified rates solely forthe convenience of the reader. These translations should notbe constued as
representations that the peso amounts actually represent such U.S. dollar amounts or could be converted into U.S.
dollars at the rate indicated or atall. The exchange rate we use for those convenience translations is not necessarily
the same rate we used in preparing our Consolidated Financial Statements. This may mean, for example, that U.S.
dollar items in our Consolidated Financial Statements (including expenses and liabilities) may have been translated
into pesos usingone exchange rate and reconverted to U.S. dollars using the convenience translation exchange rate.
Unless otherwise indicated, U.S. dollar amounts that have been translated from pesos have been so translated at an
exchange rate 0fPs.23.0893 per U.S.$1.00, the rate calculated by the Mexican Central Bank (Banco de México, or the
“Central Bank)on June 30,2020, and published on July 1,2020 in the Mexican Official Gazette of the Federation
(Diario Oficial de la Federacion, or the “Official Gazette™), based on the average of wholesale foreign exchange
market quotes for transactions settling within two banking business days (the “Mexican Central Bank Exchange
Rate”). As of October20,2020, the Mexican Central Bank Exchange Rate for wire transfers in pesos per U.S. dollar

wasPs.21.0902per U.S.$1.00.
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Non-IFRS Financial Measures

This Offering Memorandum contains certain non-IFRS financial measures, including “EBITDA,”
“Consolidated L2QA EBITDA,” “EBITDA Margin,” “Total Debt/EBITDA” and “Net Debt/EBITDA” with respect
to us that ourmanagement uses to evaluate our performance and that are not presented in accordance with [FRS and
that we referto as “non-IFRS financial measures.” This additional financial information has been presented because
we believe these measures may assist in the understanding of our results of operations by providing additional
information on whatwe consider to be the principal drivers of our results of operations.

These non-IFRS financial measures have important limitations as analytical tools, and prospective investors
should not consider them in isolation or as a basis or substitute for analysis of our results of operations or as an
indicator of our operating performance or liquidity. “EBITDA,” “Consolidated L2QA EBITDA,” “EBITDA Margin,”
“Total Debt/EBITDA” and “Net Debt/EBITDA” and similar measures are used by different companies for differing
purposes and are often calculated in ways that reflect the circumstances of those companies. Prospective investors
should exercise caution in comparing these measures or data as reported by us to measures reported by other
companies. “EBITDA,” “Consolidated L2QA EBITDA,” “EBITDA Margin,” “Total Debt/EBITDA” and “Net
Debt/EBITDA” are not measures of financial performance or liquidity under IFRS, and should not be considered as
alternatives to other indicators of our operating performance, cash flows or any other measure of performance derived
in accordance with [FRS, such as operating results and cash flows from operating, financingand investing a ctivities.
These non-IFRS financial measures should be viewed as supplemental to, and not substitutive for, the Consolidated
Financial Statements included elsewhere in this Offering Memorandum. Because this financial information is not
prepared in accordance with IFRS, investors are cautioned not to place undue reliance on this information. For a
reconciliation of these Non-IFRS financial measures to the most directly comparable IFRS measures, see “Selected
Historical Financialand Operating Data.”



ENFORCEMENT OF JUDGMENTS AND SERVICE OF PROCESS

Each ofthe Issuer and Total Box, S.A. de C.V. is a corporation incorporated and organized in accordance
with the laws of Mexico. All the directors, officers and controlling persons of the Issuer and the Guarantor are non-
residents of the United States. In addition, all or a substantial portion of their respective assets and those of their
respective directors, officers and controlling persons are located outside the United States. As a result, it maynot be
possible forinvestors to effectservice of process within the United States upon such persons or to enforce judgments
against them, including in any action based on civil liabilities under the civil liability provisions of United States
federal securities laws.

Total Play and the Guarantor have been advised by their Mexican counsel, Nader, Hayaux & Goebel, that
there is doubt as to the enforceability against the Issuer and the Guarantor and the respective directors, officers and
controlling persons in Mexico, whether in originalactions in Mexico orin actions seeking enforcement of judgments
rendered by U.S. courts, of liabilities based solely uponthe U.S. federal securities laws.

TotalPlay and the Guarantor havebeen advised by such Mexican counsel that no bilateral treaty is currently
in effect between the United States and Mexico that covers the reciprocal enforcementof civil foreign judgments. In
the past, Mexican courts have enforced judgments rendered in the United States by virtue of the legal principles of
reciprocity and comity, consisting of the review in Mexico ofthe United States judgment, in order to ascertain among
other matters, whether Mexican legal principles of due process and the non-violation of Mexican law and/or Mexican
public policy (6rden publico), among other requirements set forthunder Mexican law, have been duly complied with,
without reviewing the merits of the subject matter of the case, provided that U.S. courts recognize the principles of
reciprocity and would enforce Mexican judgments as a matter of reciprocity.



SUMMARY

This summary highlightsinformation describedin greater detail elsewhere in this Offering Memorandum. It
does notcontain all of the information that may beimportantto you. Before investing in the Notes, you should carefully
read the entire Offering Memorandum and pay special attention to the financial statements and accompanying notes
thereto included elsewhere in this Offering Memorandum and the information presented in “Forward Looking
Statements,” “Risk Factors,” “Selected Historical Financial and Operating Data,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and “The Total Play Group.” You should also carefully
read the “Description ofthe Notes” that sets forththe covenants, terms and conditions thatwill apply to the Notes.

Overview

We are a leading, high-growth, Mexican telecommunications company dedicated to providing broadband,
entertainment and productivity services over one of the largest fiber-only networks in Mexico. We offer world-class
(i) Double-Play (fixed telephony and broadband internet services or pay-TV and broadband internet services) and
Triple-Play (fixed telephony, pay-TV and broadband internet services) packages for residential customers and (ii)
industry leading telecommunications and managed services for business customers, as well as federal and state
government agencies and entities. We offer these services direct-to-home through a proprietary fiber optic (FTTH)
network that, as of June 30, 2020, spanned more than 88,000 kilometers and included 552 GPON (Gigabit Passive
Optical Network) OLTs and 98 1 accessnodes. The network featuresbroadband speedup to 500 Mbpsand was ranked
#1 in internet speed in Mexico according to Netflix’s monthly ISP (Internet Service Provider) index from October
2016 until February 2020 (the last month the index was published).

Our internet services are world-class, optimizing the user experience for popular video streaming services,
such as Netflix, YouTube, Amazon Prime Video, Instagram TV and Facebook Live. Ourunique home-grown IPTV
system allows us to deliver 4K linear TV programming along with AnytimeTV, creating a non-linear customer
experience. Embedded applications, suchas HBOGo, Amazon Prime Video, and Netflix, are accessible directly from
ourset-top boxes and available on our system, providinga fully integrated entertainment center interface. Customer
experienceis further enhanced by our proprietary mobile app, which gives subscribers the ability to enjoy their favorite
content with optimal streaming quality anywhere in the country. We are also the world’s leading adopter of
addressable advertising, partnering with Google Ads to enable Mexican advertisers to target customers using our state-
of-the-art ad insertion technology and behavioral analytics. As of June 30,2020, in our residential business unt,
Totalplay Residential, our network reached 52 cities in 25 Mexican states with 10.1 million homes passed and 1.9
million subscribers representing 18.5% of our homes passed. As of June 30, 2020, approximately 64% of our 1.9

million Totalplay Residential customers had Triple-Play packages and approximately 36% had Double-Play packages.

Through our Totalplay Empresarialbusiness unit, we offer private and publicly-listed companies and federal
and state government a gencies and entities industry-leading telecommunications and managed services including
broadband internet access, encrypted privatenetworks (SDWAN & MPLS), video surveillance, broadband interfaces,
videoconferencing, cloud-based productivity suites, computing services, next-generation WiFi, and I T solutions. As
of June 30,2020, Totalplay Empresarial served customers located in more than 169 citiesin all 32 states of Mexico
and had more than 66,100 business customers comprised of 63,886 private and publicly-listed companies and 2,214
federal and state government agencies and entities and including 60% ofthe top-500 largest enterprises in Mexico. As
of June 30, 2020, approximately 57% of our Totalplay Empresarial revenues came from private and publicly-listed
companies and approximately 43 % from federal and state governmenta gencies and entities.

Our fiber optic network is designed to offer greater capacity and reliability that is less dependent on the power
grid than traditional technologies. In contrast, the hybrid copper-based and fiber optic networks used by some of our
principal competitors provide inconsistent service offerings, speeds and user experience results that vary depending
on the different regions and cities in which they operate. Ournetwork has also been designed to be adaptable to future
technological developments including 8K or HDR television content and to keep pace with bandwidth demand
requirements as major content providers launch “over-the-top” video streaming applications requiring higher
bandwidth.

Mexico has a relatively low penetration rate in the services we offeras compared to certain other countries
in the hemisphere. The following table shows recent penetrationrates (per each 100 homes) in fixed internet, pay-TV
and fixed telephony access in Mexico as compared to certain other countries:




Fixed Internet Pay-TV Fixed Telephony

(%)
MEXICO....cvermemecrerrmicierenreeienenneeaeaes 55 58 63
ATgentina...........eeueeeeeeueenirinieieenns 65 69 68
Canada.......ccoveveeevenncceenniceiennenne 103 81 94
Chile.....ocericcieicccrccernee 70 58 56
United States.......coovvveeeeeeeeeeeennene 91 103 83

Source: Instituto Federal de Telecomunicaciones Informe Trimestral Estadistico 2019 (Federal Institute of Telecommunications Quarterly
Statistical Report 2019): For Mexico, IFT data provided by operators and updated as of December 2019. For pay-TV, fixed telephony and fixed
internet, includes information from OMDIA consulted in May 2020. For restricted television in Chile, considers data reported by the Subsecretary
of Telecommunications in Chile (SUBTEL) in December 2019.

In addition, the telecommunications industry in Mexico has increased its contribution to GDP by 097
percentage points (3.31%of GDP as ofJune30,2020 comparedto 2.34%of GDP as of June30,2019). Accordingly,
we believe the Mexican telecommunications sector has high growth potential, and we believe we are well-positioned
to takeadvantageofthat growthtoincrease our marketshareby leveraging our extensive and high-capacity fiber optic
network, strong brand and high-quality services and content.

Data published by Bloomberg Market Intelligence estimates that fiber optic technology in Mexico will
experience the highest growth in revenues in the period from 2019 to 2024 as compared to other technologies. We
believe ourtechnology and infrastructure gives us a significant advantage to exploit this growth opportunity without
significant additional capital investment. In addition to ouruniquely developed infrastructure, we also havea proven
ability to market new or additional offerings to our current customers, through a data pool that provides us with
detailed information on each customer’s demographics, characteristics, content preferences and consumption
behavior, allowingus to quickly and effectively segment our customers and offer them the mostrelevant products.

Despite the significant investment we have made in ournetwork in recent years, we have very low levels of
debt. From 2016to 2019, we reduced theratio of ourtotal debt to EBITDA from 23.1xto 3.5x. We have experienced
high growth by reinvesting cash flow into expanding our network. For the six months ended June 30,2020, we had
revenues of Ps.8,878 million (U.S.$385 million) and net comprehensive loss of Ps.701 million (U.S.$30 million)
compared to revenues of Ps.6,415 million (U.S.$278 million) and net comprehensive income of Ps.336 million
(U.S.$15 million) for the comparable period in 2019. For the year ended December 31, 2019, we had revenues of
Ps.14,267 million (U.S.$6 18 million) and net comprehensive income of Ps. 1,450 million (U.S.$63 million) compared
to revenues 0fPs.10,569 million (U.S.$458 million) and net comprehensiveloss of Ps.230 million (U.S.$10 million)
for2018. Ourresidential segment accounted for 66% of ourrevenuesin 2019. Our revenues and EBITDA have grown
at a compounded annual growth rate of 38% and 79%, respectively, in the period 2017-2019. See “Management’s
Discussion and Analysis of Financial Conditionand Results of Operations.”

Our vision is to be the most innovative and best-in-class telecommunications company, information
technology provider and digital entertainment provider, widely recognized as a market leader in Mexico. The work

philosophy we apply to achievethis vision is based on the following strategic pillars:

e Betheleaderin providing the most innovative telecommunications solutions by deploying the most
advanced infrastructure to offer the fastest and highest-quality service while continuously developing
cutting-edge products, such as AnytimeTV, 4K linear TV programming, addressable advertising,
unparalleled streaming services and our own Totalplay mobile app.

e Provide exceptional customer service through our fastresponse times and by using our customer profiles
and customization capabilities to tailor our responseto each customer’s needs.

e Increase product offerings to drive ARPU and RGU growth in both the Totalplay Residential and
Totalplay Empresarial segments by providing differentiated quality serviceand contentand positioning
us to command premium pricing while simultaneously increasing our marketshare.

e Maximize profitability through a focus on (i) increased market penetration, (ii) increased lifetime value
of each customerand (iii) controlling operating expenses. In particular, we have a low penetration rate
in comparison to our already-deployed infrastructure and already-invested capital. Our current




infrastructure with state-of-the-art technology is able to provide coverage to up to 10.1 million
households allowing us to provide the fastest internet speed, offer innovative products in bundle
packages and provide high-quality customer service while at the same time positioning us to increase
customer numbers withouta dditional costs.

e Create the ideal workplace with a focus on professional development, including through technical
training and courses on financial education offered through the “Aprende y Crece” (Learn and Grow)
program offered by Banco Azteca, a Grupo Salinas company. In addition, we intend to continue to
participate in and expand oninitiatives of Grupo Salinas (a Mexican group of companies under common
ownership engaged in the Consumer Finance, Retail, Media and Telecommunications sectors, among
others, and principally owned by the Salinas family) that promote a culture of environmental
responsibility, suchas “Un Nuevo Bosque” (A New Forest). For the third consecutive year, we received
the Socially Responsible Company (ESR) award from the Mexican Center for Philanthropy (CEMEFI)
and are ontrack for Great Place to Work certificationin 2020.

Our Service Offerings

We offer our residential customers Double-Play and Triple-Play services including broadband intemet
access, pay-TV and fixed telephony services through our Totalplay Residential business unit. We offer private sector
companiesand public sector entities telecommunication servicesand I T solutions that improve operation and business
processes, including broadband internet access, Flexnet SDWAN Corporate connectivity, fixed wireless access, cloud
solutions, cybersecurity, managed WiFi services, surveillance and IT solutions through our Totalplay Empresarial
business unit. Inaddition, Total Box, S.A.de C.V.,a subsidiary of Total Play, provides telecommunicationsteminal

equipment and devices to Totalplay Residential customers.
The followingtable shows ourrevenues by type of service andas a percentage of total revenue for the six
months ended June 30,2020 and June 30,2019:

Six Months ended June 30,
2020 2019
(in millions of Ps., except percentages)

Consolidated
Pay television and audio, fixed telephony and intemet access.......... 5,893 66% 4,213 66%
Business-oriented services 2,756 31% 2,013 31%
Activation and installation fees 94 1% 57 1%
AdVErtiSINg.......uvvvvvveeenieeeneeeeeeeeensnnnnn 54 1% 53 1%
Interconnection and long-distance fees 7 — 20 —
Other . ooiieeeiieee e 74 1% 59 1%

TOCAL.....ooiiiiiiiieee e e e 8,878 100% 6,415 100%

The followingtable shows ourrevenues by segment and as a percentage of total revenue for the six months
ended June 30,2020and June 30,2019:
Six Months ended June 30,

2020 2019
(in millions of Ps., except percentages)

Revenue from services

Totalplay Residential................uvvvvuvvvureiiniiiiiiiiiiiiiriiiiieeeeieeneeeeeennnns 6,068 68% 4,349 68%
Totalplay Empresarial® ............cocoveemoeeeeeeeeeeeeeeeeeeeeeeeeeeeenn, 2,756 31% 2,013 31%
Corporate and Other .........eeieiviieiiiiie e e 54 1% 53 1%
TOLAL.....oiiiiiiii e e 8,878 100% 6,415 100%

(D Ps.1,564 million and Ps.1,196 million were revenue from private and publicly-listed companies and federal and state government
agencies and entities,respectively,as of June 30, 2020, compared to Ps.1,320 million and Ps.685 million, respectively, as of June 30,
2019.




Totalplay Residential

Totalplay Residential offers Double-Play and Triple-Play packages that feature high-quality content provided
through a proprietary system that delivers a home entertainment experience that has been a point of reference in the
Mexican and international markets for years. Our Double-Play offering consistsof either fixed telephony and intemet
services or pay-TV and internet services, and our Triple-Play offering consists of fixed telephony, internet and pay-
TV services. At June 30, 2020, approximately 64% of the Totalplay Residential customer base had Triple-Play
packages and approximately 36%had Double-Play packages.

Our Totalplay Residential product portfolio focuses on offering theideal connectivity and entertainment plan,
customized to the specific, individual needs of our target customers. The portfolio of services for our Totalphy
Residential business unit includes linear TV, internet, fixed telephony and our own Totalplay mobile app:

e Linear TV. Our customers have access to 4K set-top boxes that feature a WiFi range extender and a
decoder with HD technology atno additional cost. We offeraccess to more than 300 channels, including
125 HD channels (themost complete high-definition offering in Mexico) and four 4K channels (the only
offer of this type in Mexico).

o Internet. Totalplay Residential’s internet service differs from the competition in various important
respects, including the following, among others:

» Wehavea direct-to-home FTTH (fiber to the home) network which means that we offer residential
customers a 100% fiber optic network direct-to-home (multi gigabit backbone), which enables usto
offerplans with speeds upto 500 Mbps (and effectively deliver them).

» Ournetwork offers IPV6,4K and 8K services with the same quality in all coverage locations.

» We provide multiple internet connections with Tier One providers in the United States, such as
CenturyLink, TATA and Verizon, to deliverthebest user experience.

e Applicationcontent. Totalplay Residential has developed its own user-friendly, gra phic and intuitive TV
interface that integrates popular apps, such as Netflix, YouTube, FOXplay, Prime Video, HBO Go,
Google, Starz Play, Paramount, Nickelodeon play, MTV play, and others, offering customers the full
complement of services available on these apps on a single platform and providingaccess on our I0S-
and Android-compatible mobile app which offers Anytime video-on-demand, and payment and billing
services.

e Telephony. OurTotalplay Residential mobile service customers receive worldwide coverage as if they
were connecting on their land line (Softphone portability).

Totalplay Empresarial

Totalplay Empresarial offers telecommunications and IT solutions that solve connectivity requirements to
improve operation and business processes. As of June 30,2020, we had more than 66,100 medium and large corporate
customers comprised of 63,886 private and publicly-listed companies and 2,2 14 federal and state government agencies
and entities and including 60% of the top-500 largestenterprises in Mexico. As of June 30,2020, approximately 57%
of our Totalplay Empresarialrevenues came from private and publicly-listed companies and approximately 43 %from
federal and state government agencies and entities. Within the public sector, 14% are federal government a gencies
and entities and 8§6% are state government agencies and entities. As of June 30, 2020, we had 71,903 accounts and
ourmarket coverage included approximately 3.3 million business establishments (or 61% of thetotal market).

Our Totalplay Empresarial network leverages the extensive fiber optics deployment of our Totalplay
Residential business unit. Furthermore, we have metro Ethernet rings for high-capacity broadband connections that
support Totalplay Empresarial’s coverage. Additionally, we have a PMP (point-to-multipoint) microwave network
(on the 2.4GHz unlicensed spectrum band) which includes more than 520 base stations with 1,500 sectors, serving
customers located in more than 169 cities and allowing us to deliver higher bandwidth availability to our business
customers. This network overlays our FTTx (fiber-to-the-x) network and complements our coverage to provide
connectivity in coverage areas where fiber optics is not available. Among the solutions we offer business customers

are the following:




Corporate internet broadband access: High-capacity internet (symmetrical and asymmetrical), [P
telephony, and value-added services (softphone, data backup, email marketing, G-suite, and online

assistance, among others).

Flexnet SDWAN Corporate connectivity: We offer dedicated internet access, LAN-to-LAN (local area
network) and MPLS (multiprotocol label switching) by using SDWAN (software-defined wide area
network) as the underlying technology. This enables us to deliver services in less than five days “on-
network.” This solution is integrated with a PMP (point-to-multipoint) back-up link in the coverage area.
Flexnet also offers a management portal for managing and monitoring business services. We also offer
LAN to cloud services with mainIaaS Cloud Service Providers (AWS, Google, Azure).

Fixed Wireless Access with LTE: Through a partnership with Grupo Elektra, S.A.B.de C.V.’s (“Grupo
Elektra”) MVNO “Oui” and anagreement to resell wireless access from the wholesale wireless network
sponsored by the Mexican government (ALTAN), we are able to offer back-up services when needed
and/or complement coverage for specific customer locations where we cannotprovide service using our
own infrastructure.

Cloud solutions: Our cloud solutions include G-Suite, virtual servers, fleet management, CloudPBX and
secure web browsing. Cloud solutions allow our customers to save on equipment expenditures while
offering multiple functionalities and/or applications that can be updated rapidly and remotely and
offering secure, highly accessible, privateand competitive cloud-based solutions.

Hospitality Solution: We provide IPTV solutions for the hospitality industry (hotels and hospitals)
offering fully interactive and “distributed video” solutions.

Other Services: Wealso provide services that include managed WiFiservices, video surveillance, remote
learning solutions, systems integration services, logical and cybersecurity services, collaboration
services and digital transformation services.

Business Strengths

We believe the following core strengths have enabled us to capitalize on growth opportunities in the Mexican
market and will allow us to execute our business strategy to continue expanding our customer base and consolidate
our market share in the residential and business segments of the Mexican market and capitalize on expected fiber-
optic technology growthin Mexicoof 12%per year from 2019 through2024:

Extensive network and infrastructure provides us with a superior and value-add platform. We are the only
telecommunications company in Mexico offering direct-to-home internet service and content on a network that
is completely fiber optic. We believe that the size and reach of our fiber optic network positions us well to take
advantage of projected growth in the media and telecommunications markets in Mexico. Our 100% fiber optic
network delivers the fastestinternet speed in Mexico and is designed to seamlessly accommodate new technology.
In the period from 2015 to June 30, 2020, we invested an aggregate of Ps.35,731 million (U.S.$1.5 billion) in
orderto ensure that our infrastructure became and remains one ofthemost advanced in Mexico.

We offer Double-Play and Triple-Play services which include broadband internet access, pay-TV and
fixed telephony services forresidential, business and government customers. In addition, our fiber optic
network is designed to offer greater capacity andreliability and is less dependent on the electrical grid
than traditional technologies. By comparison, the hybrid copper-based and fiber optic networks used by
some of our principal competitors provide inconsistent service offerings, speeds and user experience
results that vary by region.

» Ournetwork also has been designed to be adaptable to future technological developments without
significant additional capital expenditures (such as its ability to provide IPV6 internet protocol or
8K and HDR television content formatting and the ability to keep pace with bandwidth demand as
major content providers launch “over-the-top” video streaming applications requiring higher
bandwidth), which strongly positions us to meet our customers’ evolving demands and to provide
innovative product offerings, a feature that is not available to our competitors that do not have a

completely fiber-optic network.




» Our unique proprietary IPTV system offers 4K linear TV programming along with AnytimeTV,
creatinga non-linear experience forour pay-TV customers. Along with SD and HD, we believe we

offerthe best quality in video and audio available in Mexico.

e Webelieve we will be able to further penetratethe broadband servicesas we continueto expand service
offerings to our existing customers by leveraging our data technology to target customized services to
individual customers. Our advanced fiber optic network, its configuration and equipment allow us to
provide a differentiated customer experience for the consumption of streaming content and other high-
value services thatcan generate increased revenue. We planto continueto build and own our nationwide
network whichallows us to offer the sameservices, speed and experience in every town, city and region

in Mexico in which we operate.

e  Our principal competitors include Grupo Televisa, Megacable and América Movil which offer hybrid
copper-based and fiber optic networks. Other market competitors, suchas Dish, Telefonica (Movistar),
AT&T and Telcel, provide low-speed wireless or internet offerings. Even if our competitors were to
transitionto a full fiber-optic network, it is likely that such an effort would takea significant investment
of time and capital to upgrade their existing networks to fiber-optic technology. With that significant
lead time, we can continue to enhance our own offerings andretain our technological advantage while
increasing our marketshare by continuing to nurture and enhance the loyalty of our customerbase.

High-growth opportunitiesin an underpenetrated and underserved market. We believe we have enormous potential
to increase our subscriber base within our current coverage region. Our market share in each of the broadband
internet, pay-TV and fixed telephony segments has been steadily growing since 2013. Broadband a ccess remains
dominated by DSL (35%) and coaxial cable (38%) technologies, which are unable to deliver the high-capacity
services the market currently demands. There is the potential for 10 million broadband customers to switch to
FTTH technology based on our current homes passed without requiring additional capital expenditures. Our
competitors principally offer less reliable copper-based networks and are still in the process of deploying FTTH
technology over certain segments of their network, which requires an enommous expenditure of capital that we
have already made. Inaddition, Mexico continues to have a relatively low penetrationratein the services we offer
(fixed internet, pay-TV and fixed telephony) as compared to certain other countries in the hemisphere, such as
Argentina, Chile, Canada and the United States, which we believe also provides an opportunity for growth.

We have strong brand positioning and offer high-quality services. We believe the “Totalplay” brand is widely
recognized for network reliability and high-quality customer care. We have a customer net promoter score of
56.5%, reflecting the number of customers who are satisfied with our services and are brand promoters. In our
Totalplay Residential business unit, we have contracts with linear, non-linear and streaming video applications
which allow us to provide the most complete, attractive and best quality offering available in Mexico. Our on-
demand content is updated continuously and we have access to all sports content (except exclusive content held
by Sky). In addition, we have a proprietary mobile app developed in-house which enhances our customer
experience by offeringa seamless connection to the customer’s set-top box and allows customers to watch their
favorite content (linear or video-on-demand) from this mobile a pp, handle WiFisetup and manage their account
remotely, refer friends and family and place phonecalls, among other things.

e Inboth ourTotalplay Residentialand Totalplay Empresarial business units, we believe that the higher
quality of our broadband service, as well as the superior speed of our offerings provide customers
differentiated value that distinguishes us from our competitors. We were ranked#1 in internet speed in
Mexico according to Netflix’s monthly ISP (Internet Service Provider) index from October 2016 unti
February 2020 (the last month the index was published), due to the high accessibility and speed of our
network to manage its contents. We offer 500 Mbps of browsing speed for our residential and SMB
(small-and medium-sized businesses) services.

e We offer dedicated internet access, LAN-to-LAN and MPLS (multiprotocol label switching) using
SDWAN technology. This enables us to deliver services in less than five days “on-network.” This
solution is integrated with a PMP back-up link in the coverage area.

e Through Totalplay Empresarial, we provide IPTV solutions for the hospitality industry (hotels and
hospitals) offering:




» Fullyinteractivesolution: We leverage the Totalplay Residential IPTV offering which is customized
forthe hospitality industry and includes best-in-class dedicated internet access. This solution allows
forintegration toa hotel’s PMS (property management system) solution for check-in/check-outand
connectivity with hotel services (restaurants, spa, etc.)

»  “Distributed Video ” solution: We are able toreuse existing coaxial infrastructure for customers that
do not wantto change their existing infrastructure.

e  QOur customerbase in our Totalplay Residential business unit represents a unique opportunity toup-sell
and cross-sell additional digital and broadband products and services. Our Double-Play and Triple-Play
services, our established “Totalplay” brand, the general trend towards digitalization and our increased
broadband penetration position us to sell additional products and services to current customers. Our
ability to market new and additional products to these customers is enhanced by our access to each
customer’s preferences and consumption behavior that allows us to effectively customize and target
product offerings. Since our targeted customers are generally from higher socioeconomic segments of
the population, they are better candidates for up-selling. Brand promoters also highlight the quality of
ourinternet capabilities, our superior customer service and technical support.

Superior subscriber lifetime value. We have an attractive subscriber lifetime value compared to our competitors. As

of June 30, 2020, our average revenue per user was Ps.615.00 per month compared to Ps.546.00 for Izzi and
Ps.406.00 for Megacable. In addition, as of June 30, 2020 our monthly churn rate was 1.4% (with a Totalplay
Empresarial churn rate of only 0.8%), compared to Megacable’s monthly churn rate of 1.9%. 1zzi, which only
publishes annualized churn rate information had an annual churn rate of 18.0% as of December 31, 2019
representing an average monthly churn rate of 1.5%. Based on data from our BRM system, our chum rate has
decreased consistently since 2016, and we expect that we will be able to maintain this trend given that, according
to a 2020 KPMG market study we commissioned, our value versus price rating at 7.9 and our Customer
Experience Excellence ratingat8.2 are the highestratings among our principal competitors (Izzi, Megacable and
Telmex (América Movil)). We maintain our subscribers by providing fast and helpful IT and customer service.
In our Totalplay Residential business unit, our target to install service afterthe orderis placed by the customer is
within 48 hours. We also employ a targeted sales strategy that focuses on the full customer life cycle, including
customer retention through our excellent customer service. Our Totalplay Residential customers do nothavefixed
contract terms, but the average subscription life of our Totalplay Residential customers is 71 months based on a
chumrate of'1.4% as ofJune30,2020. Our Totalplay Empresarial customers have anaverage fixed contract tenm
of'three years and anaverage subscription life of 143 months based on a churnrate 0f0.7% as of June 30, 2020.

Our financial management is strong and conservative. We have a proven track record of high growth in the

residential and business segments. In the period from 2016 to 2019, revenue in both our Totalplay Residential
and Totalplay Empresarial segments increasedat a compounded annual growth rate of 38%, and the number of
oursubscribers grew at a compounded annual growth rateof 71%and 19%. We believe we will be able to meet
capital expenditure needs to face increased competition and adapt to an evolving regulatory and technological
environment. We have experienced high growth by reinvesting cash flow in expanding our network, resulting in
compounded annual growth rateof 38% from 2016to 2019 and thereduction of total debt to EBITDA ratio over
the sameperiod from23.1xto 3.5x.

Experienced management and committed shareholders. We have a highly experienced managementteamwith deep

industry knowledge. Eachmember of our senior management team has at least 15 years of industry experience.
Our top management is supported by a broad base of experienced second-level managers in each of Totalplay
Residential and Totalplay Empresarial. In addition, our principal shareholder has been extremely committed to
us from the start, with a proventrack record of committing to management’s business and growth strategy plans.
This was demonstrated most recently by equity injections in March 2017 through capitalization of a Ps.1,990
million debt owed to theprincipal shareholderanda Ps.5,000 million capital contributionin 2019. In both cases,
the funds were used for refinancing debt, capital expenditures and working capital.

Our Business Strategy

Our long-term business strategy focuses on the continued expansion of our network and increasing our

broadbandpenetration in the residential and business segments. The key elements of our long-term strategy include:

Maintain, expand and increase focus on network and infrastructure. Our 100% fiber optic network delivers the

fastest internet speed in Mexico and is designed to seamlessly accommodate new technology. We will continue




to make investments in our network and infrastructure and commit resources to maintain our business on the
cutting edge of technological innovation with our foremost goal being to maximize return of capital in the
infrastructure we have already invested in. However, we will continue expanding our network into new markets
while controlling our capital and operating expenditures. Moreover, because of our competitive technological
advantages, we believe we will continue to increase our market share in existing markets, including working to
provide coverage toup to 13 million households. We will work to reach4 million residential subscribers by 2024,
while growing our portfolio small-medium-and large-business portfolio.

Increase our internet bandwidth penetration and expand our internet bandwidth services. We will continue growing
broadband internet subscribers in both Totalplay Residential and Totalplay Empresarial by emphasizing our
bandwidth capabilities, superior product offering and compelling value offer. We will focus on growing our
existing Totalplay Residential and Totalplay Empresarial subscriber base to reach a higher penetration of our
existingnetwork by adding new customers, while levera ging cross-selling opportunities to existing ones.

Increase ourinternet protocol television (IPTV) penetration by offering digital TV and other premium digital TV
services. We seek to grow our IPTV subscriber base by providing innovative premium digital services with our
unique home-grown system that creates a linear and non-linear customer experience. We will continue to offer
existingand future television platforms, such as HBOGo, Amazon Prime Video, Netflix and others, in our services
to fully integrate our entertainment center interface.

Maintain focuson customer satisfaction as a key element tothe development and growth of our “Totalplay” brand.
We continuously monitor our customers’ perception of the quality of our services and seek to improve our
customer experience through world-class customer service. We closely monitor key performance indicators to
assess our operational processes, sales and marketing efficiency and the reliability of our infrastructure. To
enhance customer loyalty, we maintain training and development programs for our sales force and call center
personnel.

Maintain focus on individual customers. We recognize thateach individual in any household or business hasa unique
set of needs and preferences. As a result, we will continue to provide a tailored and targeted offering to our
customers in their individual capacities, rather than focusing on household units or businesses in a generalized
manner. Since single households and businesses have varied needs and preferences, we will seek to tailor our
programming andservices to tailor them to each individual customer’s requirements.

Increase focus oninnovative products and services. Ourteam’s innovative drive isa main component in our long-
term business planas we continue improving the user experienceby:

e Making new streaming services available on our platform directly from our system, providing a fully
integrated entertainment center interface for our entire customer base;

e Continuingto enhancethe capabilities and features of our mobile app;

e Introducingnew products for our residential and business customers to meet future needs, such as cloud-
based services and next generation WiFi, and anticipating new service offerings for our customers,

including through strategic business partnerships, such as our current alliance with Google; and

e Making available ad insertion technology and behavioral analytics so advertisers are able to target
customers more effectively.

Increase focus on financial performance and efficiencies. Our strategy includes a focus on financial performance
by controlling capitaland operating expenditures while growing our residential and business subscriber base by
increasing penetration in our current network and increasingour ARPU and RGU metrics through cross-selling
new and innovative products and services to our existing customers. At the same time, we will create operating
efficiencies across our business units by achieving economies of scale by leveraging our fixed overhead as we
continue to increase our subscriber base.

Recent Developments

The COVID-19 pandemic has had, and continues to have, a material impact on businesses around the world
and in Mexico and the economic environments in which they operate. Governments have taken a ggressive measures
to slow the spread of COVID-19, including quarantines and lock-downs, restrictions on travel, and closing of
businesses and public and private institutions. In addition, governments have imposed a wide variety of consumer




protection measures that limit how certain businesses, including telecommunications companies, can operate and
interact with their customers. Initially, the effects of the lockdown benefitted our operations as a result of higher
demand for high-quality internet services, resulting in an increase in our subscriber base in April and May 2020. We
have also recently launched new services to address the current market under COVID-19, including thermal video
surveillance and remote learning solutions.

As a result of the COVID-19 pandemic, traffic on our network experienced a significant increase with respect
to real-time applications, such as web browsing, videoconferencing, gaming, and banking, as wellas video streaming
applications. Peak real-time traffic, measured by weekly bouncing-busy hour analysis, grew on average from 892
Gbps in the first quarterof2020to 1,113 Gbps and 1,250 Gbps in the second and third quarters 02020, respectively,
representing 25% and 50% increases, respectively, as compared to pre-COVID-19 pandemic levels. Similarly,
streaming traffic, measured by weekly bouncing-busy hour analysis, grew on average from 2.77 Tbps in the first
quarterof 2020 to 3.07 Tbpsand3.60 Tbps in the second and third quarters of 2020, respectively, representing 11%
and 31%increases, respectively, as compared to pre-COVID-19 pandemic levels.

We believe this increased demand for high-quality reliable internet services relative to the pre-pandemic
period and the increase in our customer base will continue once the COVID-19 pandemic has ended because once
customers have been able to experience our service offering, they are less likely to switch back to our competitors or
to cancel service completely. During the COVID-19 pandemic period, our accounts receivables aging has not been
affectedand we believethatthey will remainthe same after such period.

As of September 30,2020, our network spanned more than 97,500 km. Our Totalplay Residential coverage
included 10.4 million homes passedin 52 cities and we had 2.2 million subscribers representing a 2 1.2% penetration
rate of our network. As of September 30, 2020, in our Totalplay Empresarial business unit, we served more than
69,800 corporate customers.

Preliminary Financial Results (preliminary and unaudited)

The following preliminary financial information for the nine months ended September 30, 2020 is derived
from our preliminary internal reports and has not yetbeen finalized by our management orapproved by our board of
directors. Ouractual financial results forthe nine months ended September 30,2020 could vary materially from the
preliminary financial information presented below. In addition, the preliminary financial information presented below
is not indicative of the results that may be expected for the year ending December 31, 2020 or for any other future
period. The preliminary financial information included in this Offering Memorandum has been prepared by and is the
sole responsibility of our management. Our independent accountants have not audited or reviewed the following
preliminary financial information. This preliminary financial information should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our financial
statements and therelated notes thereto included in this Offering Memorandum.

Based onpreliminary internal information, we expectthe following keyresults as of and for the nine months
ended September30,2020:

Consolidated Statements of Comprehensive Income, Statements of Financial Position and Cash Flow
Information
Nine Months Ended September 30,

Increase
2020 2020 2019 (decrease)
(in millions of U.S.$)" (in millions of Ps.)

Consolidated Statements of Comprehensive Income:
Revenues from SErviCes ..........oevvneiiniiineiieiiieeiieeieeiieianns 627 13,881 10,003 39%
GIOSS PIOTIt oot 459 10,172 7,743 31%
Operating profit (I0SS) ....vvveieiiiieiiee e 12 257 824 (69%)
INTEIESt EXPEINS €. uurvvneeineiineiieeie ettt et e e e e e e eieeanes 41 903 285 217%
Net iNCOME (10SS) .vvvvveeeeeiieiiiieeeeeeeeeeeiee e e e e eeeee e e (44) 967) 534 (281%)
Cash flow information:
Net cash flows from operating activities............cccoeeeeeeennnn. 390 8,626 761 1034%
Net cash flows from investing activities.............c.coveeuneennn.s (448) 9,910) (6,078) 63%
Net cash flows from financing activities...............ccecevvnneennn. 53 1,170 5,926 (80%)




As of September 30,

As of December 31 Increase
2020 2020 2019 ’ (decrease)
(in millions of

U.S.9) (in millions of Ps.)
Statements of financial position:
Cash and cash equivalents ..............ccceeeiiiiiiieeeiiiiiiiiinaees 5 113 227 (50%)
Net working capital.............cccuveeviveeeeiieeeeiieeeeeieeeenn. (300) (6,635) (1,835) 262%
TOtAL ASSEES. .. vttt 1,974 43,710 34,457 27%
TOtaAl AEDt.. et 1,080 23,912 19,508 23%
StockhoIdEr’s EqQUILY.......covvvreeririeeeiirieeeireeeeirieeeieee e 349 7,737 8,728 (11%)

(1) Solely for the convenience of the reader, peso amounts for the nine-month period ended September 30, 2020 has been translated into U.S.
dollars at the Mexican Central Bank Exchange Rate published on September 30, 2020 of Ps.22.1438 per U.S.$1.00. See “Exchange Rates
and Currency.”

Operating Information: As of September 30,
2020 2019
Subscribers:
Number of subscribers at period-end..............coeevviiieiiiiieiiiiieeiiieeeeeeeinnns 2,155,240 1,391,816
Net additions..........ccvvveeriinneriiinennnnn. 671,201 271,600
Homes Passed 10,420,562 8,152,754
Other Operating, financial and pro forma
financial information: Nine months ended September 30, Six months ended June 30,
2020 2020 2019 2020? 2020 2019
(USS$) (Ps.) (Ps.) (US$) (Ps.) (Ps.)
Unaudited

(in millions except for ratios)

EBITDA® ... 222 4,924 3,856 137 3,145 2,412
Consolidated L2QA EBITDA®® . .............. 295 6,534 5,400 272 6,290 4,824
Pro forma net debt®.........ovvvvviiiiiiiiiiiiiiii, 1,087 24,065 — 960 22,154 —
Pro forma net debt to Consolidated L2QA

EBITDA®®W® 3.7x 3.7x — 3.5% 3.5x —
Pro forma interest expense® ..................... 65 1,439 — 51 1,163 —
Consolidated L2QA EBITDA to pro forma 4.5x 45x o 5 4x s 4x o

interest expense®@®

(1
2
(©)

Solely for the convenience of the reader, peso amounts as of September 30, 2020 havebeen translated into U.S. dollars at the
Mexican Central Bank Exchange Rate on September 30, 2020 of Ps.22.1438 per U.S.$1.00. See “Exchange Rates and Currency.”
Solely for the convenience of thereader, peso amounts as of June 30,2020 havebeen translated into U.S. dollars at the Mexican
Central Bank Exchange Rate onJune30,2020 0f Ps.23.0893 per U.S.$1.00. See “Exchange Rates and Currency.”

EBITDA is a supplemental measure of our financial and operating performance that is not required by or prepared in accordance
with IFRS. Our management uses EBITDA because we believe it provides a view of our recurring operating performance that
is unaffected by our capital structure and because it enables management to evaluate operating trends and identify strategies to
improve operating performance. In addition, we believe EBITDA assists potential investors and analysts in comparing our
performance across reporting periods on a consistent basis by excluding items that we donotbelieve are indicative of our core
operating performance. You are encouraged to evaluate those adjustments and the reasons we consider them appropriate for
supplemental analysis. We define EBITDA as gross profit less network-related and selling and administrative general expenses,
which is different to Consolidated EBITDA as defined in the indenture. See “Description of the Notes.” In evaluating our
EBITDA, you should beaware that in the future we may incur expenses that arethe same as or similar to some of the adjustments
in this presentation. Our presentation of EBITDA should not be construed as an inference that our future results will be
unaffected by unusual ornon-recurring items.

Our EBITDA is not comparable to similarly-titled measures used by other companies. We encourage you to review our financial
informationin its entirety and to notrely on a single financial measure in making an investment decision. See “Presentation of
Financial and Other Information—Non-IFRS Financial Measures” for an explanation of our definition of EBITDA and certain
limitations to the use of EBITDA.
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EBITDA reconciliation: Nine Months Ended September 30, Six Months Ended June 30,

2020 2020 2019 2020 2020 2019
(U.S.9) (Ps.) (Ps.) (U.S.$)V (Ps.) (Ps.)
(in millions)
Gross profit...........cccooeee. 459 10,172 7,743 282 6,491 5,046
Less:
General expenses
Networkrelated............ (77) (1,702) (1,395) (48) (1,098) (934)
Sellingand (2,492)
administrative.............. (160) (3.546) ©7) (2,243) (1,700)
EBITDA............covveene. 222 4.924 3.856 137 3.145 2,412

(4) For purposes of this Offering Memorandum, we define Consolidated L2QA EBITDA as EBITDA forthe most recently ended
two consecutive fiscal quarters for which intemal financial statements are available immediately preceding any calculation date,
multiplied by two. For areconciliation of EBITDA to gross profit forthese periods, see footnote (3).

(5) Pro formanet debt consists of our total debt minus cash and cash equivalents as of September 30,2020 and as ofJune 30, 2020
is calculated, in each case, by giving pro formaeffect to the offering of the Notes and repayment of debt with the net proceeds
thereof. Pro forma net debt ofU.S.$1,087 million at September 30, 2020 equals (i) U.S.$1,080 million total debt at September
30,2020 minus U.S.$296 million ofindebtedness prepaid with the net proceeds of the Notes offered hereby plus (ii) U.S.$575
million of Notes offered hereby minus U.S.$272 million of cash and cash equivalents (U.S.$26 7 million of cash remaining from
the proceeds of the Notes offered hereby after deducting related offering expenses plus U.S.$5 million of cash and cash
equivalents as of September 30, 2020). Pro forma net debt of U.S.$960 million at June 30, 2020 equals $954 million total debt
at June 30, 2020 minus U.S.$236 million of indebtedness prepaid with the net proceeds of the Notes offered hereby plus
U.S.$575 million of Notes offered hereby minus U.S.$333 million of cash and cash equivalents (U.S.$327 million of cash
remaining from the proceeds of the Notes offered hereby after deducting related offering expenses plus U.S.$6 million of'cash
and cash equivalents as of June 30, 2020). See “Capitalization” and “Use of Proceeds.”

(6) Pro forma interest expense represents our interest expense pro formaforthe offering of the Notes and prepayment of debt with
the net proceeds thereofas if such events had occurred at the beginning of each period presented. See “Capitalization” and “Use
of Proceeds.” Pro forma interest expense has been presented forillustrative purposes only and does not purport to project what
our interest expense would have actually been had the offering of the Notes and prepayment of our debt occurred on the date
assumed nordoes it purport to project our interest expense for any period.

Preliminary Results of Operations
Nine Months Ended September 30, 2020 Comparedwith Nine Months Ended September 30, 2019
Revenue from services

Ourrevenue for thenine months ended September 30,2020 increased by 39% to Ps.13,88 1 million (U.S.$627
million) from Ps.10,003 million (U.S.$452 million) for the comparable periodin 2019.

The 42% increase in revenue of our Totalplay Residential segment to Ps.9,706 million (U.S.$438 million)
from Ps.6,8 15 million (U.S.$308 million) in the comparable periodin 2019 was primarily dueto the expansion of our
network coverage, resulting in an increase in new customers and higher ARPU.

The 32% increase in revenue of our Totalplay Empresarial segment to Ps.4,07 1 million (U.S.$ 184 million)
from Ps.3,094 million (U.S.$140million) for the comparable period in 2019 was primarily due to our successful bid

for Smart City in Mexico City and Quintana Rooanda separate process to installa fiber optic network in Jalisco.

Gross profit

Our gross profit for the nine months ended September 30,2020 increased by 31% to Ps.10,172 million
(U S.$459 million) from Ps.7,743 million (U.S.$3 50 million) for the comparable periodin 2019, due toa 39% increase
in ourrevenue from services ofPs.3,878 million (U.S.$175 million), partially offset bya 64% increasein our cost of
services by Ps.1,449 million (U.S.$66 million) that resulted from higher costs of equipment sold, purchases of content
licensing and reserves foruncollectable accounts.

Operating profit (loss)

Our operating profit for the nine months ended September 30, 2020 decreased by 69% to Ps.257 million
(U.S.$12 million) from Ps.824 million (U.S.$37 million) for the comparable period in 2019, due to: (i) a 44% or
Ps.549 million (U.S.$25 million) increase in our depreciation and amortization, and (ii) a 54% or Ps.988 million
(U.S.$45 million) increase in our subscriber acquisition cost; partially offset by a 28% or Ps.1,068 million (U.S.$48
million) increase in our EBITDA during the period.
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Interest expense

Our interest expense for the nine months ended September 30, 2020 increased by 217% to Ps.903 million
(U.S.$41 million) from Ps.285 million (U.S.$13 million) for the comparable periodin 2019, due toa 23% or Ps.4404
million (U.S.$199 million) increase in ourtotal debt, resulting from an increase in the outstanding principal amount
of loans andleaseliabilities during the period.

Netincome (loss)

As a result of the foregoing, and duealsoto foreign exchange losses 0f Ps.268 million (U.S.$ 12 million), our
net loss for the nine-month period ended September 30, 2020 was Ps.967 million (U.S.$44 million) compared to a
profit of Ps.534 million (U.S.$24 million) for the comparable period in 2019.

Cash Flows
Nine Months Ended September 30, 2020 Comparedwith Nine Months Ended September 30, 2019

Net Cash Flows from Operating Activities

Forthe nine months ended September 30, 2020, net cash flows from operating activities increased by 1,034%
to Ps.8,626 million (U.S.$390 million) from Ps.761 million (U.S.$34 million) for the comparable period in 2019. This
change was primarily due to higher collections of customer receivables, partially offset by higher payments to
suppliers.

Net Cash Flows from Investing Activities

Forthe nine months ended September 30,2020, net cash flows from investing activities increased by 63%to
negativePs.9,9 10 million (negative U.S.$448 million) from negative Ps.6,078 million (negative U.S.$274 million) for
the comparable periodin 2019. This change was mainly dueto higher investments in ournetwork and infrastructure,
resulting from our expansion to more cities in Mexico.

Net Cash Flows from Financing Activities

For the nine months ended September 30,2020, net cash flows from financing activities decreased by 80%
to Ps.1,170 million (U.S.$53 million) from Ps.5,926 million (U.S.$268 million) for the comparable period in 2019.
This change wasmainly dueto higheramount ofinterestpaid and higher principal payments ofindebtedness, partially
offset by the receipt of funds for future capital increases.

Capital Expenditures

Our capital expenditures for the nine months ended September 30,2020 increased 71% to Ps.9,667 million
(U.S.$437 million) from Ps.5,655 million (U.S.$255 million) for the comparable period in 2019 due to higher
investments in bothour fiber optic network and subscriber acquisition cost.

Our History

» In 2004, we were established when Grupo Iusacell, one of the largest mobile companies in Mexico,
decided to leverage its base stations in Mexicoto servethe fixed market and began construction of fiber

optic infrastructure within Mexico using state-of-the-art technology.

» In 2008, Grupo ITusacell completed its first fiber-to-the-home cluster in two neighborhoods in Mexico
City.

» In2010,taking advantage ofthe infrastructure of our parent company, Grupo Iusacell, we began of fering
broadbandinternetservices, pay-TV, video-on-demand and fixed telephony.

» In2011,ourhome-grownIPTV system was completed, and we introduced our fiber optic infrastructure
and broadband internet directly to households, differentiating us from our competitors. We also had a
significant footprint in 1/3 of Mexico City’s high-income areas and had built up our customer base with
majorbusiness customers and government agencies and entities.

» 1In 2014, our network coverage reached a potential market of 1.5 million homes and served 150,000
active subscribers.
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» In2015, ouroperations were spun off from our parent company after the sale of Grupo Iusacellto AT&T
and we remained a wholly-owned Grupo Salinas company.

» 1In 2016, ournetwork footprint included 6.5 million homes passedacross 22 cities, with 534,000 active
users in Totalplay Residentialand 35,000 customers in Totalplay Empresarial.

» From2017-2019,ourrevenues grew ata compound annualrate 0f38%.

» In 2018, we were selected by Google as its first-ever partner worldwide to use non-linear progamming
to deliveraddressable advertising, leveraging our innovative and flexible infrastructure and platforms to
deploy Google’s cutting-edge technology. We also joined the United Nations Global Compact.

> As of June 30, 2020, our network spanned more than 88,000 km. Our Totalplay Residential coverage
passes 10.1 million homes in 52 cities and we had 1.9 million subscribers. Totalplay Empresarial’s
customer baseincluded 60% of thetop-500 largest enterprises in Mexico.

> On July 16, 2020, we received the distinction of a “Socially Responsible Company” for the thid
consecutive timeand, as a part of Grupo Salinas, received the Social Inclusion Badge for the first time.

> As of September 30,2020, our network spanned more than 97,500 km. Our Totalplay Residential
coverage included 10.4 million homespassedin 52 cities and we had 2.2 million subscribers representing
a 21.2% penetration rate of our network. In our Totalplay Empresarial business unit, we served more
than 69,800 corporate customers.

Principal Shareholders

As of the date of this Offering Memorandum, Corporacion RBS, S.A. de C.V. (“Corporacion RBS”), a
Mexican corporation, 99.99% of thecapital stock of whichis owned by Mr. Ricardo B. Salinas Pliego, owns 97.70%
of ourvotingstockand Banco Azteca, S.A., Institucion de Banca Multiple, Trust Directionastrustee of Trust F/1205

on behalf of Maria Laura Medina de Salinas, owns 2.30%.
Corporate Structure

The following chartshows our general consolidated corporate structure:
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THE TOTAL PLAY GROUP SUMMARY FINANCIAL AND OPERATING INFORMATION

The following summary of our financial information as of and for each of the years ended December 31,
2019,2018and2017hasbeenderived from our Audited Annual Consolidated Financial Statements and notesthereto
included in this Offering Memorandum. The following summary of our financial information as of June 30,2020 and
forthe six months ended June 30,2020 and 2019 has been derived from our Interim Consolidated Financial Statements
and notes thereto included in this Offering Memorandum. The information provided below should be read n
conjunction with our Annual Consolidated Financial Statements and the notes thereto and the Interim Consolidated

Financial Statements and thenotes thereto.

The Consolidated Financial Statementshave been prepared in accordance with IFRS, as issuedby the | ASB.

Total Play Telecomunicaciones, S.A. de C.V. and subsidiaries

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(U.S.$)M (Ps.) (Ps.) (U.S.9)® (Ps.) (Ps.) (Ps.)
(in millions except for Operating Information)
(unaudited)
(A) FINANCIAL INFORMATION:
Consolidated Statements of
Comprehensive Income:
Revenue from services....... 385 8,878 6,415 618 14,267 10,569 7,476
Cost Of Services ................ (104) (2,387) (1,369) (152) (3,506) (2,388) (1,833)
Gross profit.................... 281 6,491 5,046 466 10,761 8,181 5,643
General expenses:
Network-related............... (48) (1,098) (934) (78) (1,812) (1,910) (1,419)
Selling and administrative. 7 (2,248) (1,700) (149) (3,435) (3,309) (2,515)
Depreciation and (50)
amortization..................... (1,156) (814) 77) (1,774) (1,297) (1,161)
Subscribers acquisition cost (76) (1,765) (1,153) (113) (2,604) (1,836) (1,261)
Other (expenses) income, 5
T S _ 42 28 @ (55) (ER)) G2)
(269) (6,225) (4,573) (419) (9,680) (8,387) (6,397)
Operating profit (loss)...... 12 266 473 47 1,081 (206) (754)
Financial cost:
Accrued interest income...... 1 18 15 2 56 19 26
Change in fair value of
financial instruments.......... — — — — 1) — —
Accrued interest expense....
Financial debt ............. (17 (388) (139) (12) (284) (411) (356)
Leases ...oovveeeeerernnnnnn. ) (125) (64) 6) (136) — —
Other financial expense...... 4 87) (64) ) (54) (103) —
Foreign exchange gain
(10SS), et (16) (380) 125 4 100 176 514
41) (962) (127) (14) (319) (319) 184
Income (loss) before
income tax provisions....... 29 (696) 346 33 762 (525) (570)
Income tax provisions...... (1) (13) (12) (4) (99) 291 (233)
Net income (loss) ............. 30)_ (709) 334 29 663 (234) (803)
Other comprehensive
income:
Fair value of intangibles..... — — — 34 790 — 939
Hedge fair value ............... 1 24 — — ) 7 —
Actuarial losses ................ — — — — ) 3) 4
Result from foreign
subsidiary translation...... Q)] (16) 2 — 3 — 6
— 8 2 34 787 4 941
Net comprehensive income
(loss) (30) (701) 336 63 1,450 (230) 138

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893

per U.S.$1.00. See “Exchange Rates and Currency.”
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Statements of financial position
Current Assets:
Cash and cash equivalents.......................
Accounts receivable:
CUStOmMErs = Net.........evvueernerneinnaannnnns
Other receivables ...........cocevvevvieinnennnnns
Recoverable taxes ...........c.oeevviinnrinnnnn.
Related parties
Fiduciary rights...........coooeeiiiiiiiniinenns
INVENLOTIES ..vvviveiiiiiieeiee e

Total current assets..............................
Non-current Assets:

Property, plant and equipment - net...........
Rights-of-use assets - net ..................
Trademarks and other assets ....................
Deferred income tax asset .......................
Total non-current assets .......................

Total assets .............c.ooeeiiiiiiiiininin..

Liabilities:

Short-term:

Short-term portion of long-term debt.........
Lease liabilities..........ccouveievnneeennnnns
Trade payables......
Reverse factoring
Related parties ..........ccoevveeiineiinniiinennnnns
Other short-term liabilities ......................
Total short-term liabilities ....................
Long-term liabilities:

Long-term debt .........ouuiiieiiiiiiiiiiieee,
Lease liabilities.........uuuuieeeriiiiiiiineeeeeees
Trade payables............vieeeeiiiiiiineeeeeen.
Reverse factoring .........ccoeeeevveiiiineeeninnes
Other long-term liabilities.......................
Total long-term liabilities......................

Total liabilities.....................................

Stockholders’ equity:

Capital Stock...........oeeiiiieiiiiieiiieeeiins
Paid-in capital....
Contributions for future capital stock
INCTEAS €8 e eeeeeeeiieeeeeeeaiiie e eeeennes
Retained earnings (losses) ...
Other comprehensive income...................
Total stockholders’ equity.....................

Total liabilities and stockholders’ equity.

As of June 30,

As of December 31,

2020 2020 2019 2019 2019 2018 2017
(US.$) (Ps.) (Ps.) (U.S.$) (Ps.) (Ps.) (Ps.)
(unaudited)
(in millions except for Operating Information)

6 130 95 10 227 47 56

100 2,318 1,361 93 2,156 1,242 1,256

1 20 5 2 40 — 3

106 2,442 1,521 85 1,968 1,165 950
3 68 29 4 101 — —

69 1,597 1,029 41 947 657 534

60 1,396 949 55 1,260 954 611

24 551 277 6 146 243 67
369 8,522 5,266 296 6,845 4,308 3,477
1,175 27,122 20,080 979 22,605 18,299 13,848
157 3,619 2,536 157 3,621 — —
47 1,090 177 46 1,065 177 173

14 321 391 14 321 391 76
1,393 32,152 23,184 1,196 27,612 18,867 14,097
1,762 40,674 28.450 1,492 34,457 23.175 17,574
75 1,726 2,641 60 1,395 2,323 966

59 1,367 736 63 1,453 — —
317 7,320 4,254 154 3,547 4,219 2,795
49 1,120 1,329 42 965 1,856 668

18 421 194 11 245 241 216
64 1,487 1,085 46 1,075 1,058 1,379
582 13,441 10,239 376 8,680 9,697 6,024
718 16,570 6,591 594 13,726 9,774 9,005
102 2,353 2,703 127 2,934 — —

3 69 86 3 75 414 —

— — 915 — — 714 —

9 215 303 14 314 299 13

832 19,207 10,598 738 17,049 11,201 9,018
1.414 32.648 20.837 1,114 25,729 20,898 15,042
101 2,337 2,337 101 2,337 2,337 2,337
67 1,539 1,539 67 1,539 1,539 1,539
217 5,000 5,000 217 5,000 — —
(112) (2,573) (2,194) (81) (1,864) (2,528) (2,270)
75 1,723 931 74 1,716 929 926
348 8,026 7,613 378 8,728 2,277 2,532
1,762 40,674 28,450 1,492 34,457 23,175 17,574
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As of June 30, As of December 31,

20200 2020 2019 20190 2019 2018 2017
(US.$) (Ps.) (Ps.) (US.$) (Ps.) (Ps.) (Ps.)
(unaudited)

(in millions except for Operating Information)

(B) OPERATING INFORMATION:

Subscribers:
Number of subscribers at period-end....... 1,879,232 1,305,597 1,484,615 1,119,668 788,108
Net additions. 394,617 185,929 364,947 331,560 253,977
Churn (%)......... 1.4% 1.6% 1.6% 1.9% 2.1%
Penetration.........coeevueiveeiiieiiieeiieeiieainnns 18.5% 16.2% 17.3% 13.9% 12.1%
Number of cities serviced...............c.ccun... 52 32 39 23 23
Number of employees ...........ccceuvvvvnennnnn. 16,407 13,282 13,130 13,760 9,671
(C) OTHER OPERATING,
FINANCIAL AND PRO FORMA
FINANCIAL INFORMATION:
EBITDA® .....ooiiiiiiiiiieieiieeeieee 137 3,145 2,412 239 5,514 2,962 1,709
Total debt®. 954 22,016 12,671 844 19,508 12,097 9,971
Net debt™ .....ooovviiiiiiiiiiieecceeeeeeee 948 21,886 12,576 834 19,281 12,050 9,915
Cash flow information:
Net cash flows from
operating activities.............c.uuveeeunnnns 260 6,003 1,405 110 2,529 3,996 1,075
Net cash flows from
investing activities.............coeuuuureee. (270) (6,236) (3,843) (344) (7,939) (6,546) (4,493)
Net cash flows from
financing activities.............cccceereees 6 136 2,486 242 5,590 2,540 3,218
Ratios:
EBITDA margin®............covvvveennnneenns 35% 38% 39% 28% 23%
Total debt / EBITDA®.............cccuv.... 3.52 3.12 3.54 4.08 5.83
Net debt/ EBITDA®...........ccoevvvveeeenn. 3.50 3.09 3.50 4.07 5.80
(1) Solely for the convenience of the reader, pesoamounts as of June 30,2020and as of December 31,2019 have been translated into

(2)

U.S. dollars at the Mexican Central Bank Exchange Rate on June30, 2020 of Ps.23.0893 per U.S.$1.00. See “Exchange Rates and
Currency.”

EBITDA is a supplemental measure of our financial and operating performance that is not required by or prepared in accordance with
IFRS. Our management uses EBITDA because we believe it provides a view of our recurring operating performance that is unaffected
by our capital structureand because it enables management to evaluate operating trends and identify strategies to improve operating
performance. In addition, we believe EBITDA assists potential investors and analysts in comparing our performance across reporting
periods on a consistent basis by excluding items that we do not believe are indicative of our core operating performance. You are
encouraged to evaluate those adjustments and the reasons we consider them appropriate for supplemental analysis. We define
EBITDA as gross profit less network-related and selling and administrative general expenses, which is different to Consolidated
EBITDA as defined in the indenture. See “Description of the Notes.” In evaluating our EBITDA, you should be aware that in the
future we may incur expenses that are the same as or similar to some of the adjustments in this presentation. Our presentation of
EBITDA shouldnot be construed as an inference that our future results will be unaffected by unusual or non-recurring items.

Our EBITDA is not comparable to similarly-titled measures used by other companies. We encourage you to review our financial
information in its entirety and to not rely on a single financial measure in making an investment decision. See “Presentation of
Financial and Other Information—Non-IFRS Financial Measures” for an explanation of our definition of EBITDA and certain
limitations to the use of EBITDA.
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EBITDA reconciliation:

Total Play Telecomunicaciones, S.A. de C.V.and subsidiaries

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(U.S.$)" (Ps.) (Ps.) (U.S.$)V (Ps.) (Ps.) (Ps.)
(in millions)
(unaudited)
EBITDA Reconciliation:
Gross profit..........cceeeuvenn. 282 6,491 5,046 466 10,761 8,181 5,643
Less:
General expenses
Network-related........... (48) (1,098) (934) (78) (1,812) (1,910) (1,419)
Selling and
4 2,51
administrative.............. ©7) (2,248) (1,700) (149) (3:435) (3,309) (2,515)
EBITDA ..........cooeeen 137 3,145 2,412 239 5,514 2,962 1,709
(3) Total Debt Reconciliation:
Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(US.$)Y  (Ps.) (Ps.)  (US.HY (Ps) (Ps.) (Ps.)
(in millions)
(unaudited)
Short-term portion of long-term debt............... 75 1,726 2,641 60 1,395 2,323 966
Lease liabilities (short-term) 59 1,367 736 63 1,453 — —
Long-term debt..........ccovvunnnns 718 16,570 6,591 594 13,726 9,774 9,005
Lease liabilities (long-term)...... 102 2,353 2,703 127 2,934 — —
TOtal debt.............o.oovverveereeeeeeereses 954 22,016 12,671 844 19,508 12,097 9,971
(4) Net Debt Reconciliation:
Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(U.S.$)Y  (Ps) (Ps)  (US.$HD  (Ps) (Ps.) (Ps.)
(in millions)
(unaudited)
Totaldebt.....oooriiiiiiiiiii 954 22,016 12,671 844 19,508 12,097 9,971
Cash and cash equivalents...............ccceennnne. (6) (130) 95) (10) (227) 47 (56)
Net debt ............................................... 948 21’886 12’576 834 19’281 12’050 9’915

(5) For the six-month periods ended June30,2020 and 2019, EBITDA was calculated by using the last twelve-months amounts.
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Summary of Key Performance Indicators:

Six Months Ended June 30, Year Ended December 31,

2020 2019 2019 2018 2017
ARPU (in Ps.)
Triple Play ....ceeeveiiiieiiiieeeee e 669 661 675 688 677
Data / Voice 513 486 458 480 456
Data /TV...ccocveene. 534 514 557 511 477
Blended Average. 615 595 602 600 590
RGU (in millions)
VIO ttiteieeeeeiiiitee ettt e e e 1.3 0.9 1.1 0.8 0.6
DAt .eeiiiiiie e e 1.9 1.3 1.5 1.1 0.8
V008 ..ottt 1.8 1.2 1.4 1.0 0.7
Total ..o 5.0 3.4 3.9 2.9 2.0
Churn Rate®
TrIPle Play .occeeiiiiiiieee e 1.4% 1.4% 1.5% 1.6% 2.1%
Data/Voice............. 1.5% 1.7% 1.7% 2.0% 1.9%
Data/TV.......ccu... 1.4% 2.2% 2.1% 2.7% 2.5%
Blended Average. 1.4% 1.6% 1.6% 1.6% 2.1%
Total debtsubscriber (I PS.) ...covvveeeriieeeiiieeeeieeeiiee e 11,715 9,705 13,140 10,804 12,652
Capital expenditures (in millions of Ps.).........cccceevvuierennnen. 6,229 3,858 7,896 6,561 4,565
Revenue (in millions of Ps.)............ouvveeee 8,878 6,415 14,267 10,569 7,476
Subscribers (in millions)..............cceeeeeennn... 1.9 1.3 1.5 1.1 0.79
Capital expenditures as percent of revenue.... 70.2% 60.1% 55.3% 62.1% 61.1%
Homes passed (inmillions ) ..............eevvvvevvvevivreenerinirnnnnnnnns 10.1 8.0 8.6 8.0 6.5

(1) With an average monthly chum rate of 1.4%, the average life of Totalplay Residential subscriber base is 71 months (calculated by

dividing 1/1.41).
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THE OFFERING

This summary of certain terms and conditions of the Notes offered hereby is subject to, and qualified in its
entirety by, reference tothe “Description ofthe Notes " section of this Offering Memorandum. Capitalized terms used,
but notdefined, below, have the meanings givento such terms inthe “Description ofthe Notes ” section of this Offering

Memorandum.

Notes Offered............ccooovvvvvvvviviiiiennn,

IssueDate..........ccovvvvvivviiiiiiieiieieeneen,

ISSUE PIicCe ..o,

Maturity Date............ccocooeeiirrieeee.
InterestRate............c..ccoovvenviiiiiiicee,

Interest PaymentDates............................

Denominations ..............cccoevvvvveiivveneennnn.

Note Guarantee...........cccoovvvvvevvvvevneennenns

Ranking of the Notes .............ccccccoreeenne

Ranking of the Note Guarantee...............

Total Play Telecomunicaciones, S.A. de C.V., a variable capital
stock corporation (sociedad anonima de capital variable)
incorporatedunderthelaws of Mexico (the “Issuer”).

U.S.$575 million aggregate principal amount of 7.500% Senior
Notes due 2025 (the “Notes™).

November 12,2020 (the“Issue Date”).

100.000%, plus accrued and unpaid interest, if any, from the Issue
Date.

November12,2025.
7.500% perannum.

Semi-annually in arrears on May 12 and November 12 commencing
onMay 12,2021.

The Notes will be issued in minimum denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess of
thereof. See “Description ofthe Notes—Transfer and Exchange.”

The Notes will be fully and unconditionally guaranteed (the “Note
Guarantee”) on a senior unsecured basis by Total Box, S.A. de C.V.

(the “Guarantor”).

The Notes will:
e Dbegeneralunsecured seniorunsubordinated obligations of the
Issuer;

e rankparipassuinright of paymentwith all existingand future
Indebtedness of the Issuerthatis not subordinated in right of
paymentto theNotes;

e rankseniorin right of paymentto allexistingand future
Indebtedness of the Issuer thatis expressly subordinated in
right of paymentto the Notes, if any;

e beeffectivelysubordinatedto any existingand future
Indebtedness of thelssuerthatis secured by property and
assets thatdo not secure the Notes, to the extent ofthe value of

the property andassets securing such Indebtedness; and
e beunconditionally gnaranteed by the Guarantor.
The Note Guarantee provided by the Guarantor will:

e bethe generalunsecured senior unsubordinated obliga tion of the
Guarantor;

e rankparipassuinright of paymentwith allexistingand future
Indebtedness of the Guarantor that is not subordinated in right
of payment to its Note Guarantee;
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Additional Notes ........

Additional Amounts..

Optional Redemption

e rankseniorin right of paymentto allexistingand future
Indebtedness of the Guarantor that is expressly subordinated in
right of paymentto its Note Guarantee;

e beeffectivelysubordinatedto any existingand future
Indebtedness of the Guarantor that is secured by property and
assets thatdo not secure the Notes, to the extent ofthe value of

the property andassets securing such Indebtedness.

e bestructurally subordinated to all obligations ofthe
Guarantor’s Subsidiaries that do not provide a Note Guarantee
of the Notes.

The obligations of the Guarantor will be contractually limited to
reflect limitations under applicable law with respect to maintenance
of share capital, corporate benefit, fraudulent conveyance and other
legal restrictions applicable to the Guarantor and its shareholders,
directors and general partners. See “Risk Factors—Risks Relating to
the Notes and the Note Guarantees—Payments on the Notes and the
Note Guarantees will be effectively juniorto any ofthe Issuer’s and
the Guarantor’s secured indebtedness and structurally junior to the
debt obligations of the subsidiaries of the Issuer who do not
guarantee the Notes” and “Description of the Notes—Note
Guarantees—Release ofthe Note Guarantees.”

The Issuer may issue additional Notesunder the Indenture having the
same terms and conditions (except forissue date, issue price and, if
applicable, the first interest payment date) as the Notes from time to
time after the Issue Date, subject to compliance with all of the
covenants in the Indenture, including the covenant described under
“Description of the Notes—Certain Covenants—Limitation on
Incurrence of Indebtedness and Issuance of Preferred Stock.” The
Notes and any additional Notes subsequently issued under the
Indenture will be treated as a single class forall purposes under the
Indenture, including, without limitation, waivers, amendments,
redemptions and offers to purchase, except as otherwise provided in
the Indenture; providedthat unless such additional Notes are issued
with a separate CUSIP number, [SIN or other identifying number (as
applicable), such additional Notes shall be fungible with the Notes

offered hereby for U.S. federal income tax purposes.

Any payments made under or with respect to the Notes or the Note
Guarantees will be made without withholding or deduction for or on
account of any taxes, unless required by law. If withholding or
deduction fortaxes is required to be made with respectto a payment
under or with respect to the Notes or any Note Guarantee in any
relevanttaxingjurisdiction, subjectto certain exceptions, we will pay
additional amounts necessary so that the net amountreceived by the
holders of the Notes after the withholding or deduction is not less
than the amountthatwould havebeenreceived in the absence of the
withholding or deduction. See “Description of the Notes—
Additional Amounts.”

At any time priorto November 12,2023, the Issuer will be entitled,
atits option,on one or more occasions, to redeemall ora portion of
the Notes ata redemption price equal to 100.000% of the principal
amount of the Notes redeemed, plus the “make-whole” premuum as
of, and accrued and unpaid interest, if any, to (but excluding) the
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Optional Redemption for

Tax Reasons...........

Change of Control

Certain Covenants

TriggeringEvent......

redemption date and all additional amounts, if any, then due, as
described under “Description ofthe Notes—Optional Redemption.”

At any time on or after November 12, 2023, the Issuer will be
entitled, at its option, on one or more occasions, to redeem all or a
portion of the Notes at the redemption prices set forth under the
caption “Description of the Notes—Optional Redemption,” plus
accrued and unpaid interest, if any, to (but excluding) theredemption
date andalladditional amounts, if any, thendue.

At any time priorto November 12,2023, the [ssuer will be entitled,
at its option, on one or more occasions, to redeem the Notes in an
aggregate principal amount not to exceed 40% of the aggregate
principalamount ofthe Noteswith the netcash proceeds from certain
equity offerings at a redemption price equalto 107.500% of the
principal amount of the Notes, plus accrued and unpaid interest, if
any, to (but excluding) the redemption date and all additional
amounts, if any, then due, so long as atleast 60% of the aggregate
principal amount of the Notes originally issued under the Indenture
remains outstanding immediately after such redemption. See
“Description of the Notes—Optional Redemption.”

In connection with any tender offer or other offer to purchase the
Notes, if not less than 90% of the a ggregate principal amount of the
then-outstanding Notes have been validly tendered and not validly
withdrawn, the Issuer will be entitled, atits option, toredeem all, but
not less than all, of the Notes that remain outstanding ata price equal
to the price offered to other holders in such tender offer or other offer
to purchase (excluding any early tender fee), plus accrued andunpaid
interest, if any, to (but excluding) the redemption date and all
additional amounts, if any, then due. See “Description ofthe Notes—
Optional Redemption.”

In the event of certain developments affecting taxation which
increase withholding tax on amounts payable on the Notes, the Issuer
may redeem the Notes in whole, but not in part, at any time upon
proper notice, at a redemption price of 100.000% of the principal
amount, together with accrued and unpaid interest, if any, to (but
excluding) the redemption date and all additional amounts, if any,
then due. See “Description of the Notes—Redemption for Changes
in Taxes.”

Upon the occurrence of a Change of Control Triggering Event, the
Issuermay be required to offer to repurchase the Notes ata purchase
price in cash equal to 101.000% of'the a ggregate principal amount
of the Notes, plus accrued and unpaid interest, if any, to (but
excluding) thepurchase date, and all additional amounts, if any, then
due. See “Description of the Notes—Change of Control Triggering
Event.”

The Indenture governing the Notes will, among other things, restrict
the ability of theIssuerand its Restricted Subsidiaries to:

e makecertain payments, including dividends or other
distributions, with respect to the equity interests of the [ssuer or
its Restricted Subsidiaries;
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Suspension of Certain Covenants ...........

Amendments, Supplements

and Waivers......

GoverningLaw

e incurorguarantee additionalindebtedness andissue certain
preferred stock;

e prepayorredeem subordinated debt orequity;
e makecertain investments;

e create orincurcertainliens;

e create encumbrances orrestrictions onthe payment of
dividends or other distributions, loans or advances to the Issuer
or its Restricted Subsidiaries;

e sell, lease ortransfer certain assets, including the stock of
restricted subsidiaries;

e withrespect to the [ssuerandthe Guarantor only, consolidate
or merge with otherentities; and

e engage in certaintransactions with affiliates.

Each of these covenants is subject to significant exceptions and
qualifications. See “Description of the Notes—Certain Covenants.”

The Issuer’s and its Restricted Subsidiaries’ obligation to comply
with certain of the covenants set forth in the Indenture will be
suspended if and for as long as the Notes have Investment Grade
Rating from each of the Rating Agencies. See “Description of the
Notes—Suspension of Certain Covenants when Notes Have
Investment GradeRating.”

The Indenture, the Notes and the Note Guarantee may be amended
or supplemented, or compliance with the terms thereof may be
waived, with consent of theholders of atleast a majority in aggregate
principal amount of Notes, other than with respect to any such
amendment, supplement or waiver that would reduce principal,
reduce payment of or change the time of payment of interest, and
similar terms, which amendments or supplements will require the
consent of each holder of Notes affected thereby. See “Description

of the Notes—Amendment, Supplementand Waiver.”

The Issuer will use the net proceeds from the issuance of the Notes
to finance its growing expansion needs, for working capital and to
prepaydebt. See “Use of Proceeds.”

The Notes have not been, and will not be, registered under U.S.
federal or state or any foreign securities laws and are subject to

restrictions on transferability and resale. See “Transfer Restrictions.”

Applicationwillbe madetothe SGX-ST for the listing and quotation
of the Notes onthe SGX-ST. The SGX-ST assumes no responsibility
forthe correctness ofany of the statements made, opinions expressed
or reports contained in this Offering Memorandum. For so long as
the Notes are listed on the SGX-ST and the rules of the SGX-ST so
require, the Notes, if traded on the SGX-ST, will be tradedin a
minimum board lot size of S$200,000 (or its equivalent in foreign
currencies).

New York.
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Trustee, Paying Agent, Registrar and
Transfer Agent The Bankof New York Mellon.

Security Identifiers................c..ccoevennee... Rule 144A:
CUSIP Number: 89157F AAS8
ISIN: US89157FAAR4

RegulationS:
CUSIP Number: P9190N AB9

ISIN: USP9190NAB93
Risk Factors

Investingin the Notes involves substantial risks and uncertainties. See “Risk Factors” fora description of certain
of the risks you should consider carefully before investing in the Notes.
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RISK FACTORS

An investment in our Notes is subject to risks and uncertainties. You should carefully consider the risks
described below, in addition to the other information contained in this Offering Memorandum, before deciding
whether to purchase the Notes. Realization of any ofthese risks could have a material adverse effect on our business,
financial condition, cash flows andresults of operations and could materially affectthe value or liquidity of the Notes
and resultin the loss of all or partof your investmentin, or failureto receive timely payments in respect of, the Notes.
Additional risks and uncertainties not currently knownto us or that we currently deemto be immaterial, andthat are
notdescribed below, may also materially adversely affectus, which could alsoresult in theloss of all or part of your
investment in our Nofes.

Risks Relating to Our Business

The telecommunications industryis characterized by rapid and continuous technological change, and if we fail or
are unable to make necessary investments and our network and equipment becomes obsolete, our access to
comparable technologies could be limited and cause an asset impairment charge.

Network and other equipment used in the telecommunications industry may have a limited useful life and
must be replaced in order to avoid obsolescence. Suchupgrades or migrations require significant capital ex penditures
and our services could become obsolete due to unforeseen technological developments. Furthermore, in the event of
obsolescence, we may not be able to have access to new technologies at reasonable prices or at all. To the extent
equipment or systems become obsolete, we maybe required to recognize animpairment charge to such assets, which
may havea materialadverseeffect on our business and results of operations.

Technological advances may require us to make significant capital expenditures to maintain and improve the
competitiveness of our productand service offerings.

The telecommunications industry is subject to continuous, rapid and significant changes in technology and
introductions of new products and services. These include evolving industry standards, ongoing im provements in the
capacity and quality of digital and other related technology, shorter development cycles for new products,
enhancements and changes in end-user needs and preferences, and continuing development ofalternative technologies
in mobile and fixed-line telephony, high-speed data communications, satellite direct services and internet related
services. We expect that new services and technologies applicable to our market will continue to emerge and we
cannot predict the effect of technological changes on our business. Our competitors may implement superior new
technologies thatenable them to offer lower prices or higher quality services and resulting in rapid loss or shifting of
customers. Any suchnew service offerings may adversely affect our competitive position, render certain of our current
businesses obsolete or require significant capital expenditures for which we may be unable to obtain additional
financing.

Delays in implementing new technologies or service access networks could adversely affect our results of
operations.

Telecommunications companies must continuously update to new technologies to satisfy demand for
services. We continuously testdifferentservices and fiber optic technologies, such as routers, set-top boxes, switches,
optical transmissionand Fiber Optic Modem, to deliver converged telecommunications services and programming to
our customers. Deployment of these technologies is susceptible to delays and such technologies may fail to meet
expected capacities and capabilities, which would result in slower growth and adversely affect our business, financial
condition and results of operations.

Significant unanticipated increases in the use of bandwidth-intensive, Internet-based services could increase our
costs.

The popularity of bandwidth-intensive, Internet-based services poses risks for our broadband services.
Examples of such services include “over-the-top” programming, peer-to-peer file sharing services, gaming services
and the delivery of video via streaming technology and state of the arttechnology, suchas 4K and 8K streaming and
virtual reality, among others. If heavy usage of bandwidth-intensive broadband services grows beyond our current
expectations, we may be required to incur more capital expenditures than budgeted to expand bandwidth capacity. In
orderto providequality services atoptional prices, we need continued flexibility to develop and refine businessmodels
thatrespond to changing consumeruses and demands and to manage bandwidth usage efficiently. If we failto make
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the necessary investments in bandwidth capacity to keep pace with growing demand for bandwidth, our business,
financial condition and results of operations could be materially adversely a ffected.

We operatein a highly competitive business environment, which could materially and adversely affect our business,
financial condition, results of operations and liquidity.

We operate in a highly competitive, consumer-driven industry and compete with a variety of broadband, pay-
TV and telephony providers and delivery systems, including broadband communications companies, wireless data
and telephony providers, satellite-delivered video signals, Internet-delivered video content and broadcast television
channels available to customers in our service areas. In addition, our pay-TV services compete with providers of
leisure, news, information and entertainment, including movies, sporting or other live events, radio broadcasts, home-
video services, console games, print media and the Internet.

More than 65% and 68% of our income in 2019 and in the six months ended June 30, 2020, respectively,
came frompaid televisionservices, data and Internet services and local and international landline telephone services
in Mexico. A shift in consumer preferences away from pay-TV services in Mexico could result in a reduction in our
revenue, which could adversely affect our business, financial condition and results of operations. In addition, our
ability to generate revenue depends on our ability to retain and expand our customer base. In order to attract new
clients, we must incur certain costs, including sales commissions, market expenses, installation costs, and investment
on acquisition of new equipment. Although we should recover these costs and investmentsover time, if we have high

customer churn, we could experience an adverse impact on business, financial condition and results of operations.

Our pay-TV service also competes with video contentservices over the Internetdirectly to customers, some
of which is offered free of charge. This competition comes from sources including companies that deliver movies,
television shows and other video programming over broadband Internet connections, such as Netflix, iTunes,
YouTube and SKY. Other competitors may enter our market and begin offering free video content. Increasingly,
content owners, suchas HBO, CBS and ESPN, are selling their programming directly to consumers over the Intemet
without requiringa pay television subscription. The availability of these services has and will continue to adversely
affect customer demand for our pay-TV services, including premium and on-demand services. Further, due to
innovations in consumer electronics, consumers are able to watch content on television sets and mobile devices
directly. Internet access also is offered by providers of wireless services, including traditional cellular phone carriers
and others focused solely on wireless data services. Some wireless carriers in Mexico have started to offer unlimited
data plans, which could, in some cases, becomea substitute for the fixed broadband services we provide.

We have a history oflosses due toinvestments in recent years.

We have a history of losses due to investments to build our network and to expand our subscriber base n
new cities. When we make investments to build our network and expand our subscriber base, we incur additional costs
and expenses including costsassociated with equipment installations. Overthe long term this results in anincrease in
revenues and improvement in credit metrics while in the short term it contributes to a net loss.

We had anetcomprehensive loss 0f Ps.230 million (U.S.$10million) for the year ended December 31,2018.
Although we had net comprehensive income of Ps. 1,450 million (U.S.$63 million) forthe year ended December 31,
2019, we recorded a net comprehensive loss of Ps.701 million (U.S.$30 million) for the six months ended June 30,
2020. As a result, our independent auditors noted an uncertainty relating to going concern in their audit report with
respect to our consolidated financial statements for the year ended December 31, 2018, without qualifying their
opinion, since the financial statements were prepared assuming the continuity of our operations. Ournet losses have
historically resulted primarily from the substantial investments required to grow our business, including the significant
increase in recent periods in the size of our network. We expect that these costs and investments will continue to
increase as we continue to grow our business. We also intend to invest in maintaining our high level of customer
service and support, which we consider criticalto our continued success. Our operating costs and other expenses may
be greater than we anticipate, and our investments to make our business and our operationsmore efficient may not be
successful. We also expect to incur additional general and administrative expenses as a result of our growth. These
expenditures will make it more difficult for us to maintain profitability, and we cannot predict whether we will
maintain profitability forthe foreseeable future.
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If our customer churn rateincreases, our business, financial condition and results of operations could be adversely
affected.

Due to the nature of our residential customer contracts, customers are not subject to a mandatory term and
we may terminate them for nonpayment. If we experience higher customer churn rates in the future that is not
compensated by new subscribers, our business, financial condition and results of operations as well as ourability to
make payments on the Notes could be adversely affected. Customer acquisition costs are much higher than the cost
of maintaining an existing customer. Accordingly, customer churn could have an adverse impact on our operating
income, even if we are able to obtain one new customer for each lost customer. For the six months ended June 30,
2020, based on data from our BRM system, our average monthly customer churn rate was 1.4%. We believe chum
rate mainly results from customer deactivations due tononpaymentofbills and migrations to cities or areas where we
haveno service coverage. In addition, a decline in general economic conditions in Mexico could lead to an increase
in churn due tononpayment, particularly among our residential customers.

If our suppliers fail to provide services, technologies and/or equipment, our business, financial condition and
results of operations could be adversely affected.

Our main suppliers include Huawei Technologies de México, S.A. de C.V., Anixter, de México, S.A. de
C.V., SAGEMCOM México, S.A. de C.V., Fox Latin American Channel, Inc., Televisa, S.A.B. de C.V., Fibras
Opticas de México, S.A. de C.V., YOFC International Mexico, S.A. de C.V., Operbes, S.A. de C.V., Wuhan
FiberhomelInternationalde Mexico, S.A.de C.V.,Red Comercial Empresarial, S.A. de C.V., Crossopt México, S. de
R.L.deC.V.,andMATCDigital,S.de R.L.de C.V.,amongothers. [fany of our key suppliers fails or becomes unable
to provide services, technologies and/or equipment necessary for our operations, and no alternate supplier is a vailable,
our ability to make the necessary technology to support our services would be adversely affected, which could
adversely affect our business, financial condition and results of operations.

A system failure could causedelays or interruptions of service, which could cause a loss of customers.

To be successful, we will need to continue providing our customers reliable service over our network. Some
of the risks that ournetwork and infrastructure are exposed to include:

e physicaldamage to access lines;
e powersurges oroutages;
e software defects;and

e disruptions beyond our control.

Disruptions may cause interruptions in service or reduced capacity for customers, either of which could cause
a loss of customers or the incurrence of additional expenses.

We may be subjectto interruptionsor failures in our information technology systems, as well as to cyberattacks or
other breaches of network or IT security.

We rely on sophisticated IT systems and infrastructure to support our business, including process control
technology. These systems may be susceptible to outages due to fire, floods, earthquakes, power loss,
telecommunications failures and similar events. The failure of any of our information technology systems may cause
disruptions in our operations, adversely a ffecting our sales and profitability. We cannot assure you that our business
continuity plans will be completely effective in the event of interruptions or failure of our information technology
systems.

Furthermore, our technologies, systems and networks, and those of our business partners, may become the
target of cyberattacks or information security breaches that could result in the unauthorized release, misuse or loss of
confidential information, or other disruption of our business operations. Our business is highly dependent on our
technology infrastructure and that of our service providers, and we are not immune to attacks against our or their
network or systems. Although we have not experienced any material loss related to cyberattacks, there can be no
assurance that we will not be the target of cyberattacks in the future that could adversely affect our operations or
financial condition. In addition, if we fail to prevent the theft of valuable information such as financial data and
sensitive information about us, or if we fail to protect the privacy of customer and employee confidential data, our
business could be adversely affected. As cyber threats continue to evolve, we may be required to incur additional
expenses to enhance our protective measures or to remediate any information security vulnerability.
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Our operations depend upon our ability to protect our infrastructure.

We depend on our ability to protect our infrastructure against damage from fire, earthquakes, hurricanes,
floods, power loss, security breaches, software flaws and similar events, and on building networks thatare vulnerable
to the effects of suchevents. The occurrence of a natural disaster or other unanticipated problems at the facilities or
sites of switches, data centers or points of presence (“POPs”) could cause interruptionsin the services that we provide.
The failure of a switch, data center, or POP would result in the interruption of service to the customers served by that
equipment until necessary repairs are made or replaced. Repairing or replacing damaged equipment may be costly.
Any damage or failure thatcauses interruptions in our operationscould havea material adverse effecton our business,
financial condition and results of operations.

Additionally, cyber pirates may obtain and wrongfully use or divulge our customers’ confidential information
stored in our computer systems, which may result in reputational damage and costly litigation.

Our network growth strategy may fail to generate anticipated revenues.

In the six months ended June 30,2020 and in the years ended December31,2019,2018 and 201 7, we invested
Ps.6,229 million, Ps.7,896 million, Ps.6,56 1 million and Ps.4,565 million, respectively, in our network infrastructure,
and we expect to make additional significant annual investments on a continuing basis to maintain and upgrade our
network and increase our capacity and achieve business growth in the future. These investments and divestments,
together with operating expenses, may affect our cash flow and profitability, particularly if such investments and
divestments do notresult in additional revenue or efficiencies. [ f we are unable to meet the challenges that such growth
presents, our business, financial condition and results of operations could be adversely a ffected.

If we do not successfully maintain, upgrade and efficiently operate our accounting, billing, customer service and
management information systems, we may notbe able to maintain and improve our operating efficiencies.

Havingefficientinformation and processing systems is vitalto our operations and projected growth strategy,
and to be able to monitor costs, provide timely invoicesforservices, process service orders, provide customer service
and achieve operating goals. We believe that we have the systems necessary to provide these services efficiently.
However, we can provide no assurance that in the future we will be able to continue the optimal operation and
maintenance of such systems or that they will continue to perform as expected or thatour systems will not be subject
to hacking or interference. Any failure in these systems could affect our billing, collection and customer
responsiveness and may adversely affect our business, financial conditionand results of operations.

We depend on access to infrastructure owned by the Federal Electricity Commission (Comision Federal de
Electricidad).

Assignificant portion of our public telecommunications network is installed on the electric power poles owned
by the Mexican Federal Electricity Commission (Comision Federal de Electricidad, the “CFE”). To maintain our
right of access and access to new poles, we must comply with theterms of our agreement with the CFE and applicable
regulations. If we fail to comply with these terms and conditions, our business, financial condition and results of
operations could be adversely affected. Additionally, in some circumstances we may face obstacles and increased
costsresulting from the imposition of requirements by local authorities to installand maintain our infrastructure.

Our pay-TV content is provided by third parties andifwe face difficulty securing such content we may exp erience
customer losses.

We have long-term arrangements with programmers foraccess to their content. The success of our pay-TV
services depends on our ability to access an attractive and varied selection of programming. The ability to provide
movie, sports and other popular programming is a major factor that attracts customers to our pay-TV services. If we
arenot be able to obtain sufficient high-quality programming for ourpay-TV services on satisfactory terms orat all
this could result in reduced demand for, and lower revenue and profitability from, our cable services. Moreover, there
can be no assurancethatour existing programming contracts will be renewed on favorable or comparable tems, or at
all, orthat the rights we negotiate willbe adequate forus to execute our business strategy.

We may be liable for the material that contentproviders distribute over our network.

The lawrelating to theliability of private network operators for information carried on, stored or disseminated
through their networks is still unsettled. As such, we could be exposedtolegalclaims relating to content disseminated
on our network. Claims could challenge the accuracy of materials on our network or could involve matters such as
defamation, invasion of privacy or copyright infringement. Ifwe need to take costly measures to reduce our exposure

28



to these risks orare required to defend ourselves against such claims, our business, reputation, financial condition and
results of operationscould be materially adversely a ffected.

If Netflix orany other provider of streaming or over-the-top (“OTT”) service stops providing their services,
our content offering may be materially reduced and adversely impact our ability to retain existing customers and
acquire new subscribers, and as a result we could becomea linear pay-TV service with reduced revenue and profit.

Programming and retransmission costs are increasing, and we may not havethe ability to pass these increases on
to our customers. Disputes with programmers and the inability to retain or obtain popular programming can

adversely affectour relationship with customers and leadto customer losses.

Programming costs are one of our largest categories of expenses. In recent years, the cost of programming
hasincreased significantly andis expected to continue to increase, particularly for sports programming and broadcast
network programs. We may not beable to pass to our customers increased programming costs due to the competitive
environment. [f we are unable to pass thesecosts on to our customers, our business, financial condition and results of
operations would be adversely affected. In addition, programming costs arerelated directly to the number of customers
in our customer base. Our larger customer base relative to our competitors may have a disproportionately negative
impact on our operating margins relative to our competitors with a smaller customer base. As our customer base
continues to grow, we are able to reduce our programming cost per subscriber and to the extent we add additional
subscribers the costof our programming per subscriber should decreaseand if we fail to grow our customer base such
cost per customer would increase.

Agreements with government agencies face a greater level of uncertainty.

Revenues from contracts with government agencies represented 13.5% and 13.2% of total revenues for the
six months ended June 30,2020 and the yearended December31,2019, respectively. These contracts represent some
risk forus, even if they are terminated and certain conditions are not satisfied if they maynot be extended at will, as
a public bidding process is required for an extension. The loss of market share or revenue from agreements with
government agencies may not havea negative impact in our financial condition and results from operations.

Any loss of key personnel could adversely affect our business.

Our success depends, in large measure, on the skills, experience, efforts and collaboration of our senior
management team and other key personnel and the correct strategic decision making by the executive team. Our
executive management team has extensive experience in the industry and it is of the utmost importance that they
continue to be a part of our company orbe replaced by equally qualified executives to maintain our most important
customer relationships and the proper operation of our business. The loss of the technical knowledge, management
and industry expertise of key employees could hinder the optimal execution of our business plan and could result in
delays in launching new products, loss of customers and diversion of resources to the extent that such employees
cannotbe replaced. Ifwe are not able to attract, hire orretain highly skilled, talented and committed senior managers

or otherkey employees, ourability to fully implementourbusiness objectives may be adversely affected.

Any deterioration of relations with our employees or increase in labor costs may have a negative impact on our
business, financial condition, results of operations andprospects.

Through our subsidiaries and affiliated and third-party personnel service companies, we employ over 16407
employees throughout Mexico as of June 30,2020. In addition to requiring us to carefully manage our administative
expenses, our growth will require us to attract, hire and retain qualified personnel to efficiently manage such growth.
Any significant increase in labor costs, deterioration of employee relations, slowdowns or work stoppages at any of
our locations, whether due to union activities, employee turnover, changes in the Mexican Federal Labor Law (Ley
Federal del Trabajo) or the interpretation thereof, could have a material adverse effect on our business, financial
condition, results of operations and prospects. Certain initiatives to amend the Mexican Federal Labor Law and the
Mexican Social Security Law (Ley del Seguro Social) are being considered by the Mexican Congress, pursuant to
which the personnel outsourcing arrangements that are legally valid underapplicable employmentand social security
laws currently in effect and that are common practice among companies in Mexico, including large Mexican and
international corporations, may be significantly affected. Althoughno assurances can be given that such amendments
will be approved, or as to their definitive terms, if such changes occur, we may need to adjust our personnel
outsourcing arrangements and our overall labor and social security payments may increase.
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A strike, work or other labor unrest could, in some cases, impair our ability to provide our services to
customers, which could result in reduced netsales. Currently, only 66 employees are unionized. Under our collective

bargainingagreement, we are required to negotiate salaries on a yearly basis and other benefits.
Our operations are subjectto the generalrisks of litigation.

We are involved in litigation on an ongoing basis arising in the ordinary course of business or otherwise.
Litigation may include class actions involving consumers, shareholders, employees or injured persons, and claims
related to commercial, labor, employment, antitrust, securities or environmental matters. Moreover, the process of
litigating cases, even if we are successful, may be costly, and may approximate the cost of damages sought. These
actions could also expose us to adverse publicity, which might adversely affect our brands and reputation and/or
customer preference for our products. In 2012, Mexico’s Congress approved legislation allowing consumers and other
market participants to initiate class action lawsuits a gainst us. There is very limited experience in Mexico with class
action lawsuits and judicial precedent regarding these laws is extremely limited. Furthermore, theremay be claims or
expenses that aredenied insurance coverage by our insurance carriers ornot fully covered by our insurance, that is in
excess of theamountofour insurance coverage or notinsurable at all. Litigation trends and expenses and the outcomes
of litigation cannot be predicted with certainty and adverse litigation trends, expenses and outcomes could have a
material adverse effect on our business, financial condition and results of operations. See “The Total Play Group—
Market& Competition—Legal and Administrative Proceedings.”

Online piracy of entertainment and media content could result in reduced revenues and increased expenditures,
which could materially adversely affect our business, financial condition and results of operations.

Online entertainment and media content piracy is persuasive in many parts of the world and is made easier
by technologicaladvances. This trend facilitates the creation, transmission and sharing of high-quality unauthorized
copies of entertainment and media content. The proliferation of unauthorized copies of this content will likely
continue, and if it does, could have an adverse effect on our business, financial condition and results of operations
because these products could reduce the revenue we receive for our products. Additionally, in order to contain this
problem, we may have to implement elaborate and costly security and antipiracy measures, which could result in
significant expenses and losses of revenue. There canbeno assurancethat eventhehighestlevels of security and anti-
piracy measures will preventpiracy.

Our business depends on intellectual property rights and on not infiringing on the intellectual property rights of
others.

We rely on copyrights and trademarks owned by us, as well aslicensesand other agreements with our vendors
and other parties, to use technologies, conduct our operations and sell our products and services. Our intellectual
property rights may be challenged and invalidated by third parties and may not be strong enough to provide meaningful
commercial competitive advantages. Third parties have in the past asserted, and may in the future assert, claims or
initiate litigationrelated to exclusive patent, copyright, trademark and other intellectual property rights to technologes
and related standards thatare relevant to us. Because of the existence of a large number of patents in the networking
field, the secrecy of some pending patents and the rapid rate of issuance of new patents, we believe it is not possible
to determine in advance whethera product orany ofits components infringes or will infringe on the patent rights of
others. Asserted claims and/or initiated litigation can include claims against us or our manufacturers, suppliers or
customers, alleging infringement of their proprietary rights with respect to our existing or future products and/or
services or components of those products and/or services.

Regardless ofthe merit of theseclaims, they canbe time-consuming, result in costly litigationand diversion
of technicaland management personnel, or require us to modify ourbusiness, develop a non-infringing technology,
be enjoined from use of certain intellectual property, use alternate technology or enter into license agreements. There
can be no assurance that licenses will be available on acceptable terms and conditions, if at all, or that our
indemnification by our suppliers will be adequateto cover our costs if a claim were broughtdirectly a gainst us or our
customers. Furthermore, because of the potential for court awards thatarenotnecessarily predictable, it is not unusual
to find even arguably unmeritorious claims settled for significant amounts. If any infringement or other intellectual
property claim madeagainstus by any third party is successful, if we arerequired to indemnity a customer with respect
to a claim againstthe customer, or if we failto modify our business, develop non-infringing technology, use a ltemate
technology or license the proprietary rights on commercially reasonable terms and conditions, our business, financial
condition and results of operations could be materially adversely affected.
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We may not have sufficient insurance to cover future liabilities, including any litigation claims, either due to
coverage limits or as a result of insurance carriers’ denial of coverage of such liabilities, which, in either case,
could have a material adverse effecton our business, financial condition and results of operations.

Our third-party insurance coverage may not be sufficientto cover damages that we may incur if the amount
of such damages surpasses the amount of our insurance coverage or the damages are not covered by our insurance
policies. Such losses could cause us to suffer significant unanticipated expenses resultingin an adverse effect on our
business, financial condition and results of operations. Inaddition, our insurance carriers may seek to rescind or deny
coverage with respect to future liabilities, including from lawsuits, investigations and other legal actions against us. If
we do not have sufficient coverage under our policies, orif the insurance companies are successful in rescinding or
denying coverage to us, this could have a material adverse effect on our business, financial condition and results of
operations.

We have a majority shareholder, Corporacion RBS, whose interests may not be aligned with the interest of Total
Play orits bondholders or other creditors.

As of the date of this Offering Memorandum, we are a majority-owned subsidiary of Corporacion RBS,
which owns 97.7% ofour outstanding voting stock, 99.99% ofthe capital of which is owned by Mr. Ricardo B. Salnas
Pliego. As such, Corporacion RBS and its controlling shareholder has and will continue to have the power to control
our affairs and operations and may exercise its control in a manner that differs from the interests of our creditors
includingholders of the Notes offered hereby. The interests of Corporacion RBS may be different from the interests
of minority shareholders, holders ofthe Notes or other creditors in material aspects, including with respectto, among
others, the appointment ofboard members, the appointmentofthe CEO and the approval of mergers, acquisitions and
othernon-recurring transactions. Although each of Corporacion RBS’ subsidiaries determines its own business plan
according to the industry in which it operates, Corporacién RBS can exert significant influence in our business
strategy, administration and operations. Consequently, any business decision or changes in our majority shareholder’s
globalstrategy could adversely affect our business, financial conditionandresults of operations.

Our reputation and business could be adversely affected by news reports, investigations, legal or regulatory
proceedings regarding allegations of misconduct relating to Ricardo Salinas Pliego, our controlling shareholder, or
companies in the Grupo Salinas.

In recent months, several news reports have been published that may have an adverse effect on the
reputation of Mr. Salinas Pliego and companies affiliated with the Grupo Salinas. Mr. Salinas Pliego is the
controlling shareholder of Corporacion RBS, which controls us, and the chairman of our board of directors.
Mr. Salinas Pliego was identified in a periodical as having personal interests in a transaction that is under
investigation by the Mexican government regarding alleged government corruption involving the Mexican state-
owned oil company, Pemex, and other similarreports were subsequently published. In such transaction, Banco Azteca, a
company in the Grupo Salinas, was a member of a lending syndicate that provided financing to Fertinal, a Mexican
fertilizer company, that funded the repayment of prior loans due to Banco Azteca by Fertinal and facilitated the
purchase of Fertinal by Pemex. Netther Mr. Salinas Pliego nor Banco Azteca have been summoned or asked
to appear before any governmental body in connection with such matter. Mr. Salinas Pliego and Banco Azteca
have stated that they consider such reports without merit and have filed a libel suit against the periodical that
initiated the reports, asserting that the reports made fake and misleading allegations that caused reputational and
other harm. Mr. Salinas Pliego did not have and, as of the date of this Offering Memorandum, does not have,
personalinterests, directly or indirectly, in Fertinal.

The negative publicity associated with this and other similar matters a ffecting Mr. Salinas Pliego or other
companies in the Grupo Salinas may adversely affectourreputationandbusiness.

If, for any reason, we are unable to disassociate ourselves from these or other news reports,
allegations, investigations and legal proceedings in the future, such failure could have a material adverse effect
on our reputation and commercial dealings. Furthermore, there can be no assurance that these or other similar
matters will not have a material adverse effect on our reputation, commercial dealings and the price of our
securities.

We enterinto transactions with related parties and affiliates, which could result in conflicts ofinterest.

We have entered into and, subject to compliance with the covenants that will apply to the Notes, will continue
to enter into transactions with Corporacion RBS, our parent company, and several entities directly or indirectly
owned or controlled by our parent company. Specifically, we haveentered into certain service contracts with our
affiliates in exchange for certain fees. We are likely to continue engaging in transactions with our parent and any
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and affiliates, and our subsidiaries and affiliates are likely to continue engaging in transactions among themselves,
and no assurance can be given that the terms that we consider to be “substantially on market conditions” will be
considered as such bythird parties. In addition, future conflicts ofinterest between us and our parent company or any
of its subsidiaries oraffiliates,and among our subsidiaries and affiliates, may arise, which conflicts are not required
to be and may not be resolved in our favor. See “Related Party Transactions.”

Our current level of indebtedness may affect our flexibility in operating and developing our business and our ability
to fulfill our obligations or achieve our strategic objective.

As of June 30, 2020, we had Ps.22,016 million (U.S.$954 million) of total consolidated financial debt
including lease liabilities, accrued interest payable and debt issuance costs. Our level of indebtedness may have
significant implications for investors, including:

e limiting our ability to generate sufficient cash flow to satisfy our obligations with respect to our
indebtedness, particularly in the event of a default under one of our other instruments;

e limiting the cash flow available to fund our working capital, capital expenditures (including
maintenance) or other general corporate requirements;

e increasingour vulnerability to adverse economic and industry conditions, including increases in interest
rates, foreign currency exchange rate fluctuations and market volatility;

e limiting our ability to obtain additional financing to refinance our debt or to fund our future working
capital, capital expenditures, other general corporate requirements and acquisitions on favorabl terms
oratall;

e limiting our flexibility in planning for, orreacting to, changes in our business and industry; and

e limitingourability to incuradditional financings to makea cquisitions, investments or take advantage of
corporateopportunities in general.

If we incur additional indebtedness, the risks outlined above could increase. In addition, our cash
requirements in the futuremay be greater than expected. Our cash flow from operations may notbe sufficient torepay
all of ouroutstanding debt as it becomes due, and we maynotbe able to borrow money, sellassets or otherwise raise
funds onacceptable terms orat all, to refinance our debt. See “—RisksRelating to the Notes—We may not be able to
generatesufficientcashto service all of our indebtedness, including the Notes, and may be forced to take other actions
to satisfy our obligations under such indebtedness, which may not be successful.”

We might not be able to obtain funding if a deterioration in the credit and capital markets or reductions in our
credit ratings were to occur, which could hinder or prevent us from meeting our future capital needs and from
refinancing our existing indebtedness when it comes due.

A deterioration of capital and credit markets could hinder our ability to access these markets. In addition,
adverse changes in our credit ratings, which are based on various factors, including the level and volatility of our
eamings, the quality of our management, the liquidity of our statement of financial positionand ourability to access
a broad array of funding sources, may increase our cost of funding. If this were to occur, we cannot be certain that
additional funding for our capitalneeds from credit and capital markets would be available, if needed, on acceptable
terms orat all. In addition, we might beunable to refinance our existing indebtednesswhen it comes due ontemmsthat
are acceptable to us or atall. If we were unable to meet our capital needs or refinance our existing indebtedness, it
could have amaterial adverse effecton our business, financial condition and results of operations.

We may require additionalfinancing, which could aggravatethe risks associated with our debt.

We operate in a capital intensive industry and expectto make investments in the future as new technologies
are implemented and we expand the capacity and coverage of our existing infrastructure to exploit market
opportunities and maintain our network, data centers, switches and POPs. In addition, we operate in a highly regulated
industry and must maintain government-mandated capital investment requirements that may change over time as our
connections are renewed or expanded. There canbe no assurance that we will have sufficient resources a vailable to
make these investments or to cover potential expenditures requested by government agencies and that, if required,
there would be funding available onterms and conditionsacceptable to us. Inaddition, our ability to obtain additional
financing will be limited to the terms and conditions ofexisting credit agreements or those entered into in the future.
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Adverse and volatile conditions in the domestic or international credit markets, including higher interest
rates, reduced liquidity ora decrease in the willingness of financial institutions to grant us credit, have increased the
cost of funding orthe possibility of refinancing the debt maturities in the past and could increase it in the future. This
could have adverse consequences on our financial condition orresults of operations. There can be no assurance that
financial resources will be obtained to refinance the incurred debt or obtain proceeds from the sale of assets or the
raising of capital to make payments for suchdebt.

Risks Relating to the Mexican Telecommunications Industry

Additional competition from new entrants in the pay-TV business, including América Movil to the extent it is
permitted to offer pay-TV services in the future, could have a material adverse effect on our business, financial

condition andresults of op erations.

As of the date of this Offering Memorandum, América Mévil, the largest incumbent with an estimated 50%
market share of broadband internet and fixed telephony services, is prohibited from offering pay-TV services.
However, if América Mévilis authorized in the future to providepay-TV services, it could lead to a reduction in our
growth plans in the face ofthis new competition, which in turn would adversely impact our revenues and profitability.
Competitors in pay-TV services could decide to invest heavily in modemizing their infrastructure, which could
potentially result in lower price for our services, impact our new customer acquisition targets and have a material
adverseeffect onourbusiness, financial conditionandresults of operations.

If América Movil ceases to be considered a “preponderant player” in the Mexican telecommunications market, it
will no longer be required to comply with certain regulations, which could have a material adverse effect on our

business, financial condition and results of operations.

If América Movil ceases to be a preponderant player, certain specific regulations that apply to it and that
allow us access América Movil’s wholesale services on competitive terms, such as the use of passive infrastructure
and theprovision of Ethernet private lines, would be temminated, which could adversely impact our investment plans.
It would either increase our costs for suchservices from América Movil or terminate such services.

If potential new entrants enter the market, our business, financial condition and results of operations could be
materiallyand adversely affected.

Other groups and investors could enter the market, increasing the number of viable competitors, potentially
leadingto price reductions, ARPU reductions, and adversely impactourability to attractand retain subscribers.

We operate in a highly regulated industry. Government regulation of our industry or changes to the legal
framework could adversely affectour ability to offer or expand our services.

The operation of telecommunications systems in Mexico is currently subject to laws and regulations
administered by the IFT, intended to regulate and promote competition and the efficient development of the
telecommunications and broadcasting industry in Mexico. As a public service provider, we are subject to extensive
regulation. Therefore, our activities may be materially and adversely affected by the interpretation and enforcement
of the currentlaws and by futureamendments to suchlaws. Ourability to continue offering or expanding our product
lines and increasing our revenue may be limited by the scope, date of enactment, interpretation and enforcement of
current or future laws, including any new or higher taxes.

Under Mexican law, our concessions could be seized or suspended.

Pursuant to the Mexican Federal Law of Telecommunications and Broadcasting (Ley Federal de
Telecomunicaciones y Radiodifusion,the “LFTR”) enacted in August 2014, public telecommunications networks
concessions in Mexico are considered of public interest and holders oftelecommunications networks concessions are

subject tothe provisions of the LFTR. The LFTR provides, among other things, for the following:

e the rights and obligations granted under the concessions to install, operate and exploit public
telecommunications networks may only be assigned with the prior authorization of the IFT;

e neither the concession nor the rights thereunder or the related assets may be assigned, pledged,
mortgaged, placedin escrow orsold to any governmentor country;and
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e the Mexican government may expropriate for public utility purposes or temporarily seize the assets
(requisa)relatedto the concessions in the event of natural disasters, war, significant public distutbance
or threats to internal peace or for other reasons relating to economic or public order.

Reasons for seizure are wide-ranging and may be claimed by the Mexican government at any time. Mexican
law sets forth the process for indemnification by the government for direct damages arising from expropriation or
temporary seizure of the assets related to the concessions. However, if the concessionaire does not agree with the
indemnity amount determined by IFT it may appealto the Specialized Tribunals on telecommunication matters that
they may determine the definitive amount. [four concessions are expropriated, there may be significant delays in the
receipt of payment ofthe applicable indemnification. In addition, the indemnification payment may be insufficient to
compensate us fordamages suffered. Furthemmore, expropriation of our concessions may limit our ability to continue
operations. The expropriation or suspension of our concessions would havea materialadverse effecton our business,

financial condition andresults of operations.
We are subject to the supervision andverification authority of the IFT.

As a concessionaire of a public telecommunications network regulated by the IFT, we must submit detailed
periodic information, including specifically regarding the provision of our services. The IFT has sanction and
supervision powers and must guarantee continuity of public services of general interest pursuant to applicable law.
Under such authority, the IFT may impose sanctions and/or fines on us. The IFT also issues warnings regarding
possible service continuity problems from time to time, which may trigger a seizureeventunder applicable law if they
remain unresolved.

Our assets are locatedin Mexico and are therefore subject to the provisions of the National Law of Domain
Extinction (Ley Nacional de Extincion de Dominio).

The recently enacted National Law of Domain Extinction (Ley Nacional de Extincion de Dominio, the
“LNED”)empowers the public prosecutor (agentedel ministerio publico) to exercise the extinction of domain a ction
with respect to all types of assets related to crimes in a broad range of categories, including organized crime,
kidnapping, crimes related to hydrocarbons, oiland petrochemicals, crimes againsthealth, human trafficking, crimes
foracts of corruption, cover-ups, crimes committed by public servants, theftof vehicles, resources ofillicit origin and
extortion. Pursuant to the LNED, the extinction of domain action may be exercised with respect to assets related to
any ofthese crimes, including if the assets are used by a party other thanthe owner of the assetin order to commit the
crime.

The LNED permits a finaljudgment on domain extinctioneven in certain cases when the criminal trial has
not yet concluded, provided the governmental authority determines that solid and reasonable grounds exist to infer the
existence of assets that are covered by the LNED. In such cases, if thea ffected person were to later proveits innocence
and the asset has already been monetized, the a ffected person would only be able to recover the proceeds from the
monetizationoftheasset.

Legalremedies are available to challenge the enforcement of the LNED on the grounds of a possible violation
of human and constitutional rights such as propertyrights and the presumption of innocence. Should our assets ever
be challenged under LNED grounds, in orderto defend ourrights, it may be necessary to incursignificantcostsdue
to litigation and/or full or partial loss of the assets subject to domain extinction proceedings. All of the foregoing could

adversely affect our operations and our ability to make payments onthe Notes.

Decreases in market rates for telecommunication services could have a material adverse effect on our results of
operations and financial condition.

It is expected that the Mexican telecommunications market will continue experiencing rate pressure,
primarily as a result of:

e increased competitionand focus by competitors on increasing marketshare; and

e recent technological advances that permit substantial increases in the transmission capacity of both new
and existing fiber optic networks resulting in long distance overcapacity.

Continued rate pressure could have a material adverse effect on our business, financial condition and
operating results if we are unable to generate sufficient traffic and increased revenues of our business to offset the

impactof the decreased rates on our operating margin.
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Risks Relating to Mexico and Other Global Risks

Our business is highly dependent on the Mexican economy. Economic developments in Mexico may adversely
affect our business and results of operations.

TotalPlay is a Mexican corporation, and the majority of our subsidiaries are also Mexican corporations. For
the years ended December 31, 2018 and 2019, and the six months ended June 30, 2020, our operations in Mexico
accounted for 100% of our total consolidated revenues of Ps.10,569 million (U.S.$458 million), Ps.14,267 million
(U.S.$618 million) and Ps.8,878 million (U.S.$385 million), respectively. As a result, our business may be
significantly affected by the Mexican economy’s general condition, by the depreciation of the peso, by inflation and
high interest rates in Mexico, or by political developments in Mexico. Declines in growth, high rates of inflation and
high interest rates in Mexico have a generally adverseeffect on our operations. If inflation in Mexico increases while
economic growthslows, our business, results of operations and financial condition will be a ffected. In addition, high
interest rates and economic instability could increase our costs of financing.

On June 5, 2019, Fitch Ratings downgraded Mexico’s sovereign debt, which reflects an assessment of the
overall financial capacity of the government of Mexico to pay its obligations and its ability to meet its financial
commitments as they become due, from BBB+to BBB citingincreased risk due to the deteriorating credit profile of
Petréleos Mexicanos (“PEMEX”), Mexico’s state oil company, and weakness in the macroeconomic outlook due to,
among other things, trade tensions. In addition, Moody’s changed its outlook on Mexico’s A3 rating from stable to
negative. The same day, Fitch Ratings downgraded PEMEX, from BBB- to BB+, citing insufficient investment to
restore declining production. On March 26,2020, S&P downgraded its credit rating for Mexico’s sovereign debt from
BBB+to BBB (negativeoutlook). Moreover, on April 3,2020, Fitch Ratings downgraded PEM EX from BB+ to BB,
citingthe continued deterioration ofits stand-alone credit profile amid the downturn in the global oiland gas industry,
Fitch Ratings’ lower oil price assumptions and the weakening credit linkage between Mexico and PEMEX and, on
April 15,2020, Fitch Ratings revised its rating of Mexico’s sovereign debt from BBB to BBB- (stable outlook).
Finally,on April 17,2020, Moody’s downgraded its ratings of PEMEX’s senior unsecured notes, as well as its ratings
of PEMEX’s guarantee, from Baa3 to Ba2 and, simultaneously, Moody’s withdrew PEMEX’s Baa3 issuerrating and
assigned a Ba2 corporate family rating. Moody’s also lowered PEMEX’s Baseline Credit Assessment (BCA), which
reflects its standalone credit strength, to Caa2 from Caal. These rating a ctions were triggered by PEMEX’s aggregated
liquidity and business risk. Simultaneously, on April 17,2020, Moody’s downgraded the credit ratings for Mexico’s
sovereign debt from A3 to Baal and maintained the negative outlook. We cannotensure thatthe rating a gencies will
not announce additional downgrades of Mexico and/or PEMEX in the future. These downgrades could adversely
affect the Mexican economy and, consequently, our business, financial condition, operating results and prospects.

Furthermore, the COVID-19 pandemic may continue to disrupt economic activity, which may intensify the
Mexican economy’s slowdown. See “—The COVID-19 outbreak has had a materialimpacton the global economy.”

Developments in othercountries, particularly the United States, could materially affectthe Mexican economy and,
in turn, our business, financial condition andresults of operations.

The U.S. economy heavily influences the Mexican economy, and therefore, the deterioration of the United
States’ economy, the termination ofthe recently enacted United States—Mexico—Canada Agreement (the “USMCA”)
orotherrelated events may impactthe economy of Mexico. Economic conditions in Mexico have become increasingly
correlated to economic conditions in the United States as a result of the North American Free Trade Agreement
(“NAFTA”),which hasinduced higher economic activity between the two countries and increased the remittance of
funds from Mexican immigrants working in the United States to Mexicanresidents. On an annual basis,as of 2019,
close to 80% of Mexico’s total exports are purchased by the United States, the single country with the highest share
of trade with Mexico. Due to its recent entry into force, it is currently unclear what theresults of the USMCA and its
implementation will be. The new terms ofthe USMCA could have animpacton Mexico’s economy generally and job
creation in Mexico, which could significantly adversely a ffect our business, financial performance and results of
operations.

Likewise, any actiontakenby the current U.S. or Mexico administrations, including changes tothe USMCA
and/orother U.S. government policies that may be adopted by the U.S. administration, could havea negative impact
on the Mexican economy, such as reductions in the levels of remittances, reduced commercial activity or bilateral
trade or declining foreign direct investment in Mexico. In addition, increased or perceptions of increased economic
protectionism in the United States, Mexico and other countries could potentially lead to lower levels of trade and
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investment and economic growth, which could have a similarly negative impact on the Mexican economy. These
economic andpolitical consequences could adversely affectour business, operating results and financial condition.

Additionally, economic conditions in Mexico may also be affected by political developments in the United
States, such as the presidential and national congressional elections taking place in November 2020, or in Mexico,
such as the federal congressional election taking place in June 2021. We cannot make assurances that any events in
the United States or elsewhere will not materially and adversely affectus.

The political situation in Mexico could negatively affectour operating results.

In Mexico, political instability has been a determining factor in business investment. Significant changes in
laws, public policies and/orregulations could a ffect Mexico’s political and economic situation, which could, in tum,
adversely affect our business. Any change in the current consumer protection or outerregulatory policies could have
a significant effect on Mexican consumer service providers, includingus, variations in interest rates, demand for our
products and services, market conditions, and the prices ofand returns on Mexican securities.

Mexican political events may significantly affect our business operations. As of the date of this Offering
Memormandum, thepresident’s political party and its allies hold a majority in the Chamber of Deputies and the Senate
and a strong influence in various local legislatures. The federal administration has significant power to implement
substantial changes in law, policy and regulations in Mexico, including Constitutional reforms, which could negatively
affect our business, results of operations, financial condition and prospects. We cannot predict whether potential
changes in Mexican governmental and economic policy could adversely a ffect Mexico’s economic conditions or the
sectorin which we operate. We cannot provide any assurances that political developments in Mexico, over which we
have no control, will not have an adverse effect on our business, results of operations, financial condition and
prospects.

Socialandpolitical instability in or a ffecting Mexico could adversely a ffect our business, financial condition
and results of operations, as well as market conditions and prices of our securities. These and other future
developments in the Mexican political or social environment may cause disruptions to our business operations and
decreases in oursales andnet income.

The COVID-19 outbreak has had a material impact on the global economy.

The COVID-19 outbreak has had, and continues to have, a material impact on businesses around the world
and the economic environments in which they operate. In April 2020, the International Monetary Fund wamed that
the outbreak is likely to trigger the worst recession since the Great Depression. Governments have taken a ggressive
measures to slow the spread of COVID-19, including quarantines and lock-downs, restrictions on travel, and closing
of businesses and public and private institutions. In addition, governments have imposed a wide variety of consumer
protection measures that limit how certain businesses, including telecommunications companies, can operate their
businesses and interact with their customers. The virus continues to spread globally and cause significant social and

market disruption.

Initially, the effects ofthe lockdown benefitted our operations as a result ofa higher demand for high quality
Internet services, resulting in an increase in our subscriber basein April and June 2020. However, we are not certain
that this trend will continue. If the COVID-19 pandemic continues for an extended period oftime, national economies,
including ours, would likely have consequences suchas an adverse impact on the purchasing power of our customers
(Residential and Business), which could adversely a ffect our churnrate in the near future.

Most of the impact and actions described above were implemented during the latter part of the first quarter
0f 2020. Since the lockdown in the second quarter of 2020, the government has gradually allowed more business
sectors to operate and interact with customers since June 2020. The extent of the impact of COVID-19 on our
operationaland financial performance for the remainder of the year and beyond will depend on future developments,
including the duration and spread of the outbreak, all of which are highly uncertain and cannot be predicted. If the
COVID-19 outbreak continues to spread, the impact on our operations, our customers, our suppliers and financial
markets could materially adversely a ffect our financial condition or results of operations.

Depreciation of the peso relative to the U.S. dollar could adversely affect our financial condition, our ability to
repay debtand other obligations and results of operations.

The exchange rate forthe peso fluctuates in relation tothe U.S. dollar and such fluctuations may, from time
to time, have a material adverse effecton our earnings, assets, liability valuation and cash flows. See “Management’s
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Discussion and Analysis of Financial Condition and Results of Operations—Effects of Fluctuations in Exchange Rates
between the Peso andthe U.S. Dollar.” Moreover, currency movements can also affect ourleverage, as some of our
debtis denominatedin U.S. dollars. As of June 30,2020, only 0.3% ofourdebt (U.S.$2.6 million) was denominated
in U.S. dollars. After this offering however, a significant portion of our indebtedness will be denominated in U.S.
dollars and therefore fluctuations in the exchange rate between the peso and the U.S. dollar will have a larger mpact
on ourresults of operations and financial position. A material devaluation or depreciation ofthepesoagainst the U.S.
dollarmay result in disruption of the international foreign exchange markets and may limit our ability to transfer or
to convert pesos into U.S. dollars and other currencies to make timely payments of interest and principal on our U.S.
dollar-denominated debt or obligations in other currencies, including the Notes.

The peso is a free-floating currency and, as such, it experiences exchange rate fluctuations relative tothe U.S.
dollarovertime. During 2019, the peso appreciated by 4.0% against the U.S. dollar comparedto 2018. Through the
first six months of 2020, the peso has depreciated against the U.S. dollar 22.4% compared to December 31, 2019.
While the Mexican government does not currently restrict, and since 1982 has not restricted, the right or ability of
Mexican or foreign persons or entities to convert pesos into U.S. dollars or to transfer other currenciesout of Mexico,
the Mexican government could impose restrictive exchange rate policies in the future, as it has done in the past.
Currency fluctuations may have an adverse effect on our financial position, results and cash flows in future periods.
When the financial markets are volatile, as they havebeen in recent periods, our results may be substantially a ffected
by variations in exchange rates and commodity prices and, to a lesser degree, interest rates. These effects include
foreign exchange gain and loss on assets and liabilities denominated in U.S. dollars, fair value gain and loss on
derivative financial instruments, commodities prices and changes in interest income and interest expense. These
effects canbe much more volatile than our operating performanceand our operating cash flows.

Fluctuations in interest rates and inflation may adversely affect our business.

Any negative variations in prevailing interest rates could have an adverse effect on our financial condition
because the amount of interest we owe may increase with regard to our present liabilities and indebtedness or any
liabilities and indebtedness incurred in the future. See “Management’s Discussion and Analysis of Financial Condition

and Results of Operations—Factors Affecting our Results and Operations—Effects of Inflation.”

Inflation in Mexico has historically been higher than that of more developed economies. According to the
Central Bank, annual inflation was 6.8%, 4.8% and 2.8% for the years ended December 31,2017, 2018 and 2019,
respectively, and for thesix months ended June 30,2020, annualized inflation was 3.3%. Any significant increase in
the inflationratein Mexico could adversely affect our financial condition and results of operations because inflation
can adversely a ffect consumer purchasing power.

If the Mexican government imposes exchange controls and restrictions, we may not be able to service our debtin
U.S. dollars.

In the past, the Mexican economy has experienced balance of payment deficits and shortages in foreign
exchange reserves. There can be no assurance that the Mexican government will not institute a restrictive exchange
controlpolicy. Any such restrictive exchange control policy could prevent orrestrict access to U.S. dollars and limit
ourability to service ourdebt. Moreover, we cannot predict what impact a restrictive exchange control policy would
have onthe Mexican economy generally.

Fluctuations in the U.S. economy or the global economy in general may adversely affect Mexico’s economy and
our business.

Mexico’s economy is vulnerable to global market downturns and economic slowdowns. Moreover, Mexico’s
economy s largely influenced by economic conditions in the United States and Canada as a result of various factors,
including the volume of commercial transactions under the USMCA and the level of U.S. investments in Mexico.
Therefore, events and conditions thataffect the U.S. economy can also affect ourbusiness, results of operationsand
financial condition, both indirectly and directly.

The globaleconomy, including Mexico and the United States, has been materially and adversely a ffected by
a significant lack of liquidity, disruption in the credit markets, reduced business activity, rising unemployment, declne
in interest ratesand erosion of consumer confidence during the current global recession. This situation has had a direct
adverse effect on the purchasing power of our customers in Mexico. The macroeconomic environment in which we
operate is beyond our control, and the future economic environment may continue to be less fa vorable than in recent
years. Our level of revenues depends significantly on our ability to increase our number of subscribers and broaden

37



the coverage area of our services, which in turn depend on the continued recuperation of the Mexican and global
economy. There is no assurance that such recuperation will continue or the current economic conditions will
ameliorate. The risks associated with current and potential changes in the Mexicanand United States economies are
significant and could have a material adverse effecton our business and results of operations.

Financial problems or an increase in risk related to investment in emerging economies could limit foreign
investment in Mexico and adversely affect the Mexican economy. Mexico has historically experienced uneven periods
of economic growth and the economy as a whole hasrecently beenadversely a ffected by the current global recession
resulting from COVID-19. Although Mexico, the U.S. and other governments have taken steps to increase liquidity
in the financial markets, there can be no assurance that such measures will lead to sustained growth of the overall
business environment in which we operate and we cannot predict the impact any future economic downturn could
have on our results of operations and financial condition. However, consumer demand generally decreases during
economic downturns.

The Mexican government exercises significantinfluence over the economy.

The Mexican government has and continues to exert significant influence over the Mexican economy. The
Mexican government’s economic plansin the past often havenot fully achieved their objectives, and we cannot assure
you that current and future economic plans of the Mexican government will achieve our stated goals. Similarly, we
cannot determine what effect these plans or their implementation will have on the Mexican economy or on our
business. Future Mexican governmental actions could have a significant effecton Mexican companies, includingus,
and market conditions.

Security risks in Mexico couldincrease, and this could adversely affect our results.

In recent years, Mexico has experienced a period of increasing criminal activity and particularly high
homicide rates, primarily due to organized crime. The presence of violence among drug cartels, and between these
and the Mexican law enforcement and armed forces, oranincrease in other types of crime, pose a risk to our business,
and might negatively impact business continuity. This insecurity situation in Mexico is likely to worsen as the
economy continues to deteriorate.

We are subject to anti-corruption, anti-bribery, anti-money laundering and antitrust laws and regulations in
Mexico. Any violation of any such laws or regulations could have a material adverse impact on our reputation and
results of operations and financial condition.

We are subjectto anti-corruption, anti-bribery, anti-money laundering, antitrust and other international laws
and regulations and are required to comply with the applicable laws and regulations of Mexico. In addition, we are
subject to regulations on economic sanctions that restrict our dealings with certain sanctioned countries, individuals
and entities. Therecanbe noassurance thatour internal policies and procedures will be sufficient to prevent or detect
all inappropriate practices, fraud or violations of law by our a ffiliates, employees, directors, officers, partners, agents
and service providers or that any such persons will not take actions in violation of our policies and procedures. Any
violations by us of anti-bribery and anti-corruption laws or sanctions regulations could have a material adverse effect
on our business, reputation, results of operations and financial condition.

Risks Relating to the Notes and the Note Guarantees

Payments on the Notes andthe Note Guarantees will be effectively junior to any of the Issuer’s andthe Guarantor’s
secured indebtedness and structurally junior to the debt obligations of the subsidiaries of the Issuer who do not
guaranteethe Notes.

The Notes and the Note Guarantees will constitute the Issuer’s and the Guarantor’s senior unsecured
obligations and will rank equal in right of payment with all of the Issuer’s and the Guarantor’s other existing and
future senior unsecured indebtedness, other than obliga tions preferred by statute (such as tax, social security and labor
claims). Although the holders ofthe Notes willhavea direct, butunsecured, claim on our assets and property, payment
on the Notes and Note Guarantees will be subordinated in right of payment to any existing or future secured debt of
the Issuer and the Guarantor, respectively, to the extent of the value of the assets securing such debt. Although the
indenture pursuant to which the Notes will be issued will contain restrictions on the incurrence of additional liens,
these restrictions are subjectto important qualifications and exceptions, and the liens that we may incur in compliance
with these restrictions or liens that arise from governmental or creditor action, could be substantial. Paymentby us in
respect of the Notes will also be structurally subordinated to the payment of secured and unsecured debt and other

creditors of our non-guarantor subsidiaries.
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As of June 30,2020, we had total consolidated debt of Ps.22,016 million (U.S.$954 million). The Issuer
owed Ps.20,500 million (U.S.$888 million), which represented 93% ofourtotaldebt as of June 30,2020 and the rest

was owed by the Guarantor. See “Principal Existing Indebtedness.”

If we become insolvent or are liquidated, or we become subject to bankruptcy proceedings, or if payment
under any secured debt is accelerated, the relevant lenders would be entitled to exercise the remedies available to a
secured lender. Accordingly, any proceeds upon a realization of the collateral granted for the benefit of secured
creditors would be applied first to amounts due under the secured debt obligations before any proceeds would be
available to make payments on the Notes. After such application of the proceeds from collateral and priorities, it i
possible that there would be no assets remaining from which claims ofthe holders ofthe Notes could be satisfied.

Further, if any assets remain after payment of these lenders, the remaining assets would be available to
creditors preferred by statute, such as holders of tax, social security and labor claims, and might be insufficient to
satisfy the claims of the holders of the Notes and holders of otherunsecured debt including trade creditors that rank
equalto holders of the Notes.

In addition, the Issuer’s and the Guarantor’s creditors may hold negotiable instruments or other instraments
governed by local law that grant rights to attach the Issuer’s or the Guarantor’s assets at the inception of judicial
proceedings in the relevant jurisdiction, which attachment is likely to result in priorities benefitting those creditors
when compared to the rights of holders ofthe Notes.

The Note Guarantee maynot be enforceable under applicable laws.

The Notes will be fully and unconditionally guaranteed by our subsidiary, Total Box, S.A.de C.V. The Note
Guarantee provides a basis for a direct claim against the Guarantor; however, it is possible that the Note Guarantee
may not be enforceable under Mexican, U.S. or otherapplicable laws.

While Mexican law does not prohibit the giving of guarantees by a subsidiary and, as a result, does not
prevent the guarantee of the Notes from being valid, binding and enforceable a gainst the Guarantor, if the Guarantor
becomes subject to a judicial reorganization proceeding (concurso mercantil) or to bankruptcy (quiebra), the Note
Guarantee provided by the Guarantor may bedeemed to have been a fraudulent transfer and declared void based upon
the Guarantorbeingdeemed notto have received fair consideration in exchange for such guarantee.

Amongotherthings, a legal challenge of a subsidiary guarantor’s obligations under a guarantee on fraudulent
conveyance grounds could focus on the benefits, if any, realized by such subsidiary guarantor as a result of the issuance
of the Notes. To the extent the Note Guarantee is voided as a fraudulent conveyance or held unenforceable for any
otherreason, the holders of the Notes would not have any claim against the Guarantorand would be creditors sokly
of the Issuer. If any sucheventwere to occur, the creditworthiness ofthe Notes, and the market value of the Notes in
the secondary market, may be materially adversely affected.

We may not be able to generate sufficient cash to service all of our indebtedness, including the Notes, and may be
forced to takeother actions to satisfy our obligations under such indebtedness, which may notbe successful.

Our ability to make scheduled payments on orrefinance our debt obligations, including the Notes, depends
on our financial condition and operating performance, which are subject to prevailing economic and competitive
conditions and to certain financial, business, legislative, regulatory and other factors beyond our control. We may be
unable to maintain a level of cash flows from operating activitiessufficient to pay the principal, premium, if any, and
interest on our indebtedness, including the Notes.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we could face
substantial liquidity problems and could be forced toreduce or delay investments and capital expenditures or to dispose
of material assets or operations, seek additional debt or equity capital or restructure or refinance our indebtedness,
including the Notes. We may notbe able to effect any such alternative measures, if necessary, on commercially
reasonable terms or at all and, even if successful, those alternatives may not allow us to meet our scheduled debt
service obligations. The indenture pursuant to which the Notes will be issued will restrict our ability to dispose of
assets and use the proceeds from those dispositions and may also restrict our ability to raise debt or equity capital to
beused to repay otherindebtedness when it becomes due. We maynot be able to consummate those dispositions or
to obtain proceeds in an amountsufficientto meet any debt service obligations thendue.
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Ourinability to generate sufficient cash flows to satisfy our debt obligations, or to refinance our indebtedness
on commercially reasonable terms oratall, would materially and adversely a ffect our financial position and results of

operations and our ability to satisfy our obligations under the Notes.

If we cannot make scheduled payments on our debt, we will be in default and holders of the Notes could
declare all outstanding principal and interest to be due and payable, causing a cross-acceleration or cross-default under
certain of our other debt agreements, and we could be forced into bankruptcy, liquidation or restructuring proceedings.

All of these events couldresult in your losing your investment in the Notes or your investment being impaired.

We may be unable to purchase the Notesupon achange of control triggering event, which would resultin a default
under the indenture pursuant towhich the Notes willbe issued.

The indenture pursuant to which the Notes will be issued will require us to make anofferto repurchasethe
Notes upon the occurrence of a change of control triggering event at a purchase price equal to 101.000% of the
principal amount of the Notes, plus accrued and unpaid interest to the date of the purchase. Any financing
arrangements the Issuer may enter may require repayment of amounts outstanding upon the occurrence of a change
of controleventand limit the Issuer’s ability to fund the repurchase of the Notes in certain circumstances. The Issuer
may not havesufficient funds atthe time ofthe change of controltriggering event to makethe required repurchase of
the Notes or that restrictions in its other financing arrangements will not allow the repurchase. If the Issuer fails to
repurchase the Notes in such circumstance, the Issuer would default under the indenture, which may, in turn, trigger
cross-default provisions in any of our other debt instruments. See “Description of the Notes—Change of Control
Triggering Event.”

The instruments governing our indebtedness, including the Notes offered hereby, contain cross-default provisions
that may cause all of the debt issued under such instruments to becomeimmediately due and payable as a result of

a default under an unrelated debt instrument.

The indenture pursuant to which the Notes will be issued will contain restrictive covenants. Instruments
governing our existing indebtedness also contain, and the instruments governing indebtedness we may incur in the
future may contain, certain affirmative and negative covenants and require us and our subsidiaries to meet certain
financialratios andtests. Our failure to comply with the obligations contained in these instruments could result in an
event of default under theapplicable instrument, which could thenresult in the related debtand the debtissued under
other instrumentsbecoming immediately due and payable. In such event, we would need to raise funds from altemative
sources, which maynot be available to us on favorable terms, on a timely basis orat all. Alternatively, such default
could require us to sell our assets and otherwise curtail operations in order to pay our creditors.

The Notes are subject to transfer restrictions, which could limityour ability to resell your Notes.

The Notes have not been registered under the Securities Act or any state securities laws, and we are not
required to and currently do not plan on making any such registration. As a result, the Notes may not be offered or
sold within the United States or to, or for the account or benefit of, U.S. persons except pursuant to an exemption
from, orin a transactionnot subject to, the registration requirements of the Securities Act and applicable state securities
laws. Prospective investors should be aware thatinvestors may be required to bear the financial risks ofthis investment
foran indefinite period oftime. See “Transfer Restrictions” fora full explanation of suchrestrictions.

An active trading marketfor the Notes may notdevelop.

Currently there is no market for the Notes. Application will be made to the SGX-ST for the Notes to be
admitted to trading on the SGX-ST. Even if the Notes become listed on this exchange, we may delist the Notes. A
trading market for the Notes may not develop, even if the Notes are listed as specified above, or if a market for the
Notes were to develop, the Notes may trade at a discount from their initial offering price, depending upon many
factors, including prevailing interest rates, the market for similar securities, general economic conditions and our
financial condition. The Initial Purchasers are not under any obligation to make a market with respect to the Notes,
and we cannot assure you that trading markets will develop orbe maintained. Accordingly, we cannot assure you as
to the developmentor liquidity ofany trading market for the Notes. If anactive market for the Notes does not develop

or is interrupted, themarketprice and liquidity of the Notes may be adversely affected.
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Trading inthe clearing systems is subject to minimum denomination requirements.

The Notes will be issued in minimum denominations of U.S.$200,000 and multiples of U.S.$1,000 in excess
thereof. It is possible that the clearing systems may process trades which could result in amounts being held in
denominations smaller than the minimum denomination. If definitive Notes are required to be issued in relation to
such Notes in accordance with the provisions of the relevant Global Note, a holder who does not have the minimum
denomination or any integralmultiple of U.S.$1,000 in excess thereof'in its a ccount with the relevant clearing system
attherelevant timemaynotreceiveall of its entitlement in the form ofdefinitive Notes unless and until such timeas
its holding satisfies the minimum denomination requirement.

Payments claimed on the Notes or the Note Guarantee in Mexico, pursuant to a judgment or otherwise, would be
required to be madeinlocal currency.

In the event that proceedings are brought a gainst the Issuer or the Guarantor in Mexico, either to enforce a
judgment or as a result of an original action, or if payment is otherwise claimed from the Issuer or the Guarantor
therein, the Issuer or the Guarantor would not be required to discharge those obligations in a currency other than pesos
and a claim for any deficiency a fter conversion would not be enforceable. Ifsucha claim were brought in the country
of incorporation ofany other subsidiary guarantor, orif payment is otherwise claimed from such subsidiary guarantor
therein, such subsidiary guarantor may similarly be required to discharge those obligations in a currency other than its
localcurrency. As a result, you may suffera U.S. dollar shortfall if you obtain a judgment or a paymentin any currency
otherthanU.S. dollars.

Our obligations under the Notes would be affected in the event of our bankruptcy or the bankruptcy of the
Guarantor.

Under Mexican Bankruptcy Law (Ley de Concursos Mercantiles), if the Issuer or the Guarantoris declared
bankrupt (en quiebra) or if the Issuer or the Guarantor becomes subject to a reorganization proceeding (concurso
mercantil), the Issuer’s and the Guarantor’s obliga tionsunder the Notes and the Note Guarantee, respectively (i) would
be converted into pesos and then from pesos into UDIs, (ii) would be satisfied at the time claims of all our creditors
are satisfied, (iii)) would be subjectto the outcome of, and priorities recognized in, therelevant proceedings (including
priorities resulting from applicable law, such as tax, social security and labor claims, and claims of secured creditors
(up to the value of the collateral provided to such creditors)), (iv) would cease to accrue interest from the date the
concursomercantilis declared, and (v) would notbe adjusted to take into account any depreciation ofthe peso against
the U.S. dollar(orany other currency) occurringa fter such declaration. As a result,upon the occurrence of any such
events, payments under the Notes by the Issuer or the Guarantor may be affected.

We may not be able to make payments in U.S. dollars.

In the past, the Mexican economy has experienced balance of payments deficits and shortages in foreign
exchange reserves. While the Mexican government does not currently restrict the ability of Mexican or foreign persons
or entities to convert pesos to foreign currencies, including U.S. dollars, it has done so in the past and could do so
again in the future. We cannot assure you that the Mexican government will not implement a restrictive exchange
controlpolicy in the future. Any such restrictive exchange control policy could prevent orrestrict ouraccess to U.S.
dollars to meet our U.S. dollar obligations and could also have a material adverse effect on our business, financial
conditionand results of operations.

The Issuer and the Guarantor areincorporated or formed under the laws of Mexico andthereforeitmay be difficult
to enforce civil liabilities against the Issuer, the Guarantor or their respective directors, executive officers and
controlling persons.

A significant number of the directors, executive officers and controlling persons of the Issuer and the
Guarantor are not residents of the United States and substantially all of the assets of such persons and a significant
portion of allof ourassets are located in Mexico. As a result, it may notbe possible forinvestors to effect service of
process within the United States upon such persons, the Issuer orthe Guarantor or to enforce a gainstany such persons
in courts of any jurisdiction outside of Mexico, judgments predicated upon the laws ofany other jurisdiction, including
any judgment predicated substantially uponthe civil liability provisions of United States federal and state securities
laws. We have been advised that there is doubt as to the enforceability in Mexican courts, in original actions or in
actions forenforcementof judgments obtained in courts of jurisdictions outside of Mexico, of civil liabilities arising
under the laws of any jurisdiction outside of Mexico, including any judgment predicated solely upon United States
federal orstate securities laws. No treaty is currently in effect between the United States and Mexico that covers the
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reciprocal enforcement of foreign judgments. In the past, Mexican courts have enforced judgments rendered in the
United States by virtue of principles of reciprocity and comity as well as the provisionsof Mexican law relating to the
enforcement of foreign judgments in Mexico, consisting of the review by Mexican courts of the United States
judgment in order to ascertain whether Mexican legal principles of due process and public policy (orden publico),
among other requirements, have been duly complied with, without reviewing the merits of the subject matter of the
case, provided that U.S. courts would grantreciprocal treatment to Mexican judgments issued in analogous cases.

We cannot assure you that the credit ratings for the Notes will not be lowered, suspended or withdrawn by the
rating agencies.

The credit ratings of the Notes may change after issuance. Such ratings are limited in scope, and do not
addressallmaterial risks relating to an investmentin the Notes, but rather reflect only the views oftherating a gencies
atthe time the ratings are issued. An explanation of the significance of such ratings may be obtained from the rating
agencies. We cannotassureyouthat such credit ratings will remain in effect for any given period oftime or thatsuch
ratings will not be lowered, suspended or withdrawn entirely by the rating a gencies, if, in the judgment of suchrating
agencies, circumstances so watrant. Any lowering, suspension or withdrawal of such ratings may have an adverse
effect onthe marketprice and marketability of the Notes.

We may choose to redeem the Notes and you may be unable to reinvest the proceeds at the same or a higher rate
of return.

We will havetheright to redeem the Notes, in whole orin part, prior to their maturity onthetems and at the
prices provided under “Description of the Notes—Optional Redemption.” We may choose to redeem the Notes at
times when prevailing interest rates may be relatively low. Accordingly, you may not be able to reinvest the
redemption proceeds in a comparable security with an effective interest rate as high as that of the Notes being
redeemed.
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USE OF PROCEEDS

We expect toreceive U.S.$563 million of proceeds from thesale of the Notes offered hereby, a fter deducting
fees. We intend to use the net proceeds from the issuance of the Notes to repay outstanding debt of U.S.$296 million
(including U.S.$60 million of debt incurred subsequent to June 30,2020) and the balance for capital ex penditures and
working capital.
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EXCHANGE RATES AND CURRENCY

Mexico hashad a free market for foreign exchange since 1994, allowingthe peso to float freely against the
U.S. dollar and other foreign currencies. Exchange rate policy is determined by the Mexican Exchange Rate
Commission (Comision de Cambios), which is formed by officers from the Mexican Finance Ministry (Secretaria de
Hacienda y Crédito Publico, “SHCP”) and the Central Bank. In February 2017, the Mexican Exchange Rate
Commission announced the implementation of a foreign exchange market mechanism thatconsists of non-deliverable
forward auctions that are settled in pesos. The mechanism aims to maintain the proper functioning of the local
exchange market, while supplying market participants with a foreign exchange hedging instrument to mitigate
exposure to foreign exchange risk. The implementation of monetary policy by the Central Bank is achieved by using
a target for the overnight interest rate charged in the interbank market. The Central Bank intervenes directly in the
foreign exchange marketonly toreduceexcessive short-tenm volatility and conducts open market operations (liquidity
and auctions) on a regular basis to determine the size of Mexico’s monetary base. These operations provide incentives
forcommercial banks to keep their accounts atthe Central Bank with a balance ofzero at thedaily market closing, in
an environment where the overnight rate equals the target rate, thus providing or withdrawing liquidity as needed to
meet its target rate through these operations. Positive balances in the accounts kept by commercial banks at the Central
Bank are not paid interest, while overdrafts ornegative balances are charged twice the overnight interest rate target.
An increase in interest rates can make domestic financial assets more attractive to investors than foreign financial
assets, which could trigger an appreciation of thenominal exchange rateand vice versa.

There can beno assurance that the Central Bank will maintain its current policies with respectto the peso or
that thepesowill not depreciate or appreciate significantly in the future.

The followingtable sets forth, for the periods indicated, the period-end, average, high and low, the Central
Bank Exchange Rate expressed in pesos per U.S. dollar. The Mexican Central Bank Exchange Rate is currently
determined by the Mexican Central Bank every business day in Mexico based on an average of wholesale foreign
exchange market quotes and published the following business banking day in the Official Gazette and on the Central
Bank’s website (www.banxico.org.mx). The rates shown below are in nominal pesos that have not been restated in
constant currency units. No representation is made that the peso amounts referred to in this Offering Memorandum
could have been or could be converted into U.S. dollars at any particular rate or atall. Unless otherwise indicated,
U.S. dollaramounts that have been converted from pesos have been so converted at an exchange rate of Ps.23.0893
to U.S.$1.00, the Mexican Central Bank Exchange Rate determined by the Central Bank on June 30, 2020, and

published onthe Official Gazette on July 1,2020.
Central Bank Exchange Rate)

Year Ended December 31, Period-End Average®? High Low
2015ttt 17.2487 15.8810 17.3776 14.5559
2016ttt 20.6194 18.6886 21.0511 17.1767
2017 ettt 19.6629 18.9066 21.9076 17.4937
2018ttt 19.6512 19.2373 20.7160 17.9787
2019 18.8642 19.2574 20.1253 18.7719
2020

JANUATY v 18.9082 18.8040 18.9407 18.6725
FEDIUIATY ..ot 19.7760 18.8443 19.7760 18.5712
MATCH ...t 23.4847 22.3784 25.1185 19.2837
APTL e 23.9283 24.2658 24.8583 23.5645
MY ...ttt 22.1778 23.4230 243812 22.1718
JUNC ..o 23.0893 22.2990 23.1325 21.5837
JULY o 222012 22.4033 22.8225 21.9615
AUZUSE ottt 21.8880 22.2072 22.7845 21.8602
SEPLEMDET.......cvevieiereeieiieeiereece e 22.1438 21.6810 224573 20.9697
OCHODCT.....ovvveerieieiriirie ettt eeeeees 21.2508 21.2705 21.9562 20.8798
November (through November9)................... 20.3600 20.7862 21.1555 20.3600

(1) Source: Central Bank.
(2) Average of end-of-month rates for2015,2016,2017,2018 and2019. Average of daily rates foreach complete or partial month of
2020.
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CAPITALIZATION

The following table sets forth Total Play Group’s cash and cash equivalents and total capitalization as of
June 30,2020, and as adjusted to reflecttheissuanceand the sale ofthe Notes and application of proceeds as disclosed
in “Use of Proceeds” including prepaymentofoutstanding indebtedness with a portion of the net proceeds therefrom.
This table should be read in conjunction with the Interim Consolidated Financial Statements and the Notes thereto
included in this Offering Memorandum.

As of June 30,2020
(unaudited)

Actual As Adjusted Actual As Adjusted

(in millions of U.S.$)(V (in millions of Ps.)
Cash and cash equivalents®............cccooovererveerrererennnn 6 333 130 7,680
Short-tem debt.............coooeiveeeeeereeeeeeceeeeeees e 134 84 3,093 1,926
7.500% Senior Notes due 2025 offered hereby............... — 575 — 13,276
Long-tem debt®.............coooovvurveerieeieeeeeeeeseeee e 820 634 18,923 14,632
Total debt.....c.cveueeeeeieieieieiecieeieeeeeeee et 954 1,293 22,016 29,834
Total stockholder’s equity.......ccccceeveverereerereereeieieieieienns 348 348 8,026 8,026
Total capita HZAtON. .........coneveerereeereeeieseieeeeee i 1,302 1,641 30,042 37,860

(1) Solely for the convenience of the reader, peso amounts have been translated into U.S. dollars using the exchange rate 0fPs.23.0893
per U.S.$1.00 forJune 30, 2020 as published by Central Bank.

(2) Inaddition to theprepaymentofPs.1,167 million (U.S.$50 million) and Ps.4,291 million (U.S.$186 million) of short-term debt and
long-term debt, respectively, we expect to repay approximately Ps. 1,329 million (U.S.$60 million) of debt which was incurred during
the period from July 1, 2020 through September 30, 2020. U.S.$333 million of cash and cash equivalents as of June 30, 2020, as
adjusted forthereceiptof proceeds in this offering, would have been U.S.$273 million after giving effect to the repayment of U.S.$60
million of debt incurred subsequent to June 30, 2020.
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SELECTED HISTORICAL FINANCIAL AND OPERATING DATA

The following selected historical financial data as of and for each of the years ended December 31, 2019,
2018 and 2017 have been derived from our Audited Annual Consolidated Financial Statements and notes thereto
included in this Offering Memorandum. The following selected historical financial data as of June 30,2020 and for
the six months ended June 30,2020 and 2019 havebeenderived from our Interim Consolidated Financial Statements
and notes thereto included in this Offering Memorandum. The data provided below should be read in conjunction with
our Annual Consolidated Financial Statements and the notes thereto and our Interim Consolidated Financial

Statements and the notes thereto.

The Consolidated Financial Statementshave been prepared in accordance with [FRS, asissued by the IASB.

Six Months Ended June 30,

Total Play Telecomunicaciones, S.A. de C.V. and subsidiaries

Year Ended December 31,

2020 2020 2019 2019 2019 2018 2017
U.S.$)" (Ps.) (Ps.) U.S.$)" (Ps.) (Ps.) (Ps.)
(in millions except for Operating Information)
(unaudited)
(A) FINANCIAL INFORMATION:
Consolidated Statements of
Comprehensive Income:
Revenue from services ....... 385 8,878 6,415 618 14,267 10,569 7,476
Cost of Services ................ 104) (2,387) 1,369 (52) (3.506) (2,388) (1,833)
Gross profit................... 281 6,491 5,046 466 10,761 8,181 5,643
General expenses:
Network-related .............. (48) (1,098) (934) (78) (1,812) (1,910) (1,419)
Selling and administrative. 7 (2,248) (1,700) (149) (3,435) (3,309) (2,515)
Depreciation and (50)
amortization..................... (1,156) (814) 77 (1,774) (1,297) (1,161)
Subscribers acquisition cost (76) (1,765) (1,153) (113) (2,604) (1,836) (1,261)
Other (expenses) income, P
D€ e 42 28 2) (55) (35) (41)
(269) (6,225) (4,573) (419) (9,680) (8,387) (6,397)
Operating profit (loss)...... 12 266 473 47 1,081 (206) (754)
Financial cost:
Accrued interest income...... 1 18 15 2 56 19 26
Change in fair value of
financial instruments.......... — — — — 1) — —
Accrued interest expense....
Financial debt ............. (17 (388) (139) (12) (284) (411) (356)
Leases ..couvuneeeeeeinnnnnn. ) (125) (64) 6) (136) — —
Other financial expense...... 6] 87) (64) ?) (54) (103) —
Foreign exchange gain
(10SS), Met....oovoveeeeee (16) (380) 125 4 100 176 514
41) (962) (127) (14) (319) 319) 184
Income (loss) before
income tax provisions....... 29) (696) 346 33 762 (525) (570)
Income tax provisions...... (1) (13) (12) 4 99) 291 (233)
Net income (loss) ............. 30)_ (709 334 29 663 234) (803)
Other comprehensive
income:
Fair value of intangibles..... — — — 34 790 — 939
Hedge fair value ............... 1 24 — — “) 7 —
Actuarial losses ................ — — — — ?2) 3) 6]
Result from foreign
subsidiary translation...... )] (16) 2 — 3 _ 6
— 8 2 34 787 4 941
Net comprehensive income
(10SS) cveererreerenenenensens 30 (@) 336 63 1,450 230 138

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”
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Statements of financial position
Current Assets:
Cash and cash equivalents.......................
Accounts receivable:
CUStOmMers = Net.......ceueenneeeeiineinnenannes
Other receivables
Recoverable tax es
Related parties..........coeeeeeeeiiiiiiieeeneenn.
Fiduciary rights
INVeNtOries .....c.uvvueiiieiieiieiie e

Total current assets.
Non-current Assets:
Property, plant and equipment - net...........
Rights-of-use assets - net........................
Trademarks and other assets
Deferred income tax asset ...

Total non-current assets .......................
Total assets ...........c.cooeevveiiiiiiniiiieiinennns

Liabilities:

Short-term:

Short-term portion of long-term debt.........
Lease liabilities.........uuuuieeeriiiiiiiineeeeeees
Trade payables.........

Reverse factoring
Related parties ...............
Other short-term liabilities ......................
Total short-term liabilities ....................
Long-term liabilities:

Long-term debt ..........coovveiiiiiiiiieiiiinnn.
Lease liabilities.....
Trade payables......
Reverse factoring
Other long-term liabilities.......................

Total long-term liabilities......................
Total liabilities..............................

Stockholders’ equity:

Capital StOcK.......cccevvuminniiiiiiiiiiinneeeeene
Paid-in capital.............cooeiiiiiiniiiiiiinninn.
Contributions for future capital stock
INICTEAS €S v eeeeeeeiieeeeeeeereiaeeeeaeenaes
Retained earnings (10SS€S) .......c..uueeevennnees
Other comprehensive income...................
Total stockholders’ equity.....................
Total liabilities and stockholders’ equity.

As of June 30,

As of December 31,

2020 2020 2019 2019 2019 2018 2017
(US.$) (Ps.) (Ps.) (US.$) (Ps.) (Ps.) (Ps.)
(unaudited)
(in millions except for Operating Information)

6 130 95 10 227 47 56

100 2,318 1,361 93 2,156 1,242 1,256

1 20 5 2 40 — 3

106 2,442 1,521 85 1,968 1,165 950

3 68 29 4 101 — —

69 1,597 1,029 41 947 657 534

60 1,396 949 55 1,260 954 611

24 551 277 6 146 243 67
369 8,522 5,266 296 6,845 4,308 3,477
1,175 27,122 20,080 979 22,605 18,299 13,848
157 3,619 2,536 157 3,621 — —
47 1,090 177 46 1,065 177 173

14 321 391 14 321 391 76
1,393 32,152 23,184 1,196 27,612 18,867 14,097
1,762 40,674 28,450 1,492 34,457 23,175 17,574
75 1,726 2,641 60 1,395 2,323 966

59 1,367 736 63 1,453 — —
317 7,320 4,254 154 3,547 4,219 2,795
49 1,120 1,329 42 965 1,856 668

18 421 194 11 245 241 216
64 1,487 1,085 46 1,075 1,058 1,379
582 13,441 10,239 376 8,680 9,697 6,024
718 16,570 6,591 594 13,726 9,774 9,005
102 2,353 2,703 127 2,934 — —

3 69 86 3 75 414 —

— — 915 — — 714 —

9 215 303 14 314 299 13

832 19,207 10,598 738 17,049 11,201 9,018
1,414 32,648 20,837 1,114 25,729 20,898 15,042
101 2,337 2,337 101 2,337 2,337 2,337
67 1,539 1,539 67 1,539 1,539 1,539
217 5,000 5,000 217 5,000 — —
(112) (2,573) (2,194) (81) (1,864) (2,528) (2,270)
75 1,723 931 74 1,716 929 926
348 8,026 7,613 378 8,728 2,277 2,532
1,762 40,674 28,450 1,492 34,457 23,175 17,574
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As of June 30, As of December 31,

20200 2020 2019 20190 2019 2018 2017
(US.$) (Ps.) (Ps.) (US.$) (Ps.) (Ps.) (Ps.)
(unaudited)

(in millions except for Operating Information)

(B) OPERATING INFORMATION:

Subscribers:
Number of subscribers at period-end....... 1,879,232 1,305,597 1,484,615 1,119,668 788,108
Net additions. 394,617 185,929 364,947 331,560 253,977
Churn (%)......... 1.4% 1.6% 1.6% 1.9% 2.1%
Penetration.........coeevueiveeiiieiiieeiieeiieainnns 18.5% 16.2% 17.3% 13.9% 12.1%
Number of cities serviced...............c.ccun... 52 32 39 23 23
Number of employees ...........ccceuvvvvnennnnn. 16,407 13,282 13,130 13,760 9,671
(C) OTHER OPERATING,
FINANCIAL AND PRO FORMA
FINANCIAL INFORMATION:
EBITDA® .....ooiiiiiiiiiieieiieeeieee 137 3,145 2,412 239 5,514 2,962 1,709
Total debt®. 954 22,016 12,671 844 19,508 12,097 9,971
Net debt™ .....ooovviiiiiiiiiiieecceeeeeeee 948 21,886 12,576 834 19,281 12,050 9,915
Cash flow information:
Net cash flows from
operating activities.............c.uuveeeunnnns 260 6,003 1,405 110 2,529 3,996 1,075
Net cash flows from
investing activities.............coeuuuureee. (270) (6,236) (3,843) (344) (7,939) (6,546) (4,493)
Net cash flows from
financing activities.............cccceereees 6 136 2,486 242 5,590 2,540 3,218
Ratios:
EBITDA margin®............covvvveennnneenns 35% 38% 39% 28% 23%
Total debt / EBITDA®.............cccuv.... 3.52 3.12 3.54 4.08 5.83
Net debt/ EBITDA®...........ccoevvvveeeenn. 3.50 3.09 3.50 4.07 5.80
(1) Solely for the convenience of the reader, pesoamounts as of June 30,2020and as of December 31,2019 have been translated into

(2)

U.S. dollars at the Mexican Central Bank Exchange Rate on June30, 2020 of Ps.23.0893 per U.S.$1.00. See “Exchange Rates and
Currency.”

EBITDA is a supplemental measure of our financial and operating performance that is not required by or prepared in accordance with
IFRS. Our management uses EBITDA because we believe it provides a view of our recurring operating performance that is unaffected
by our capital structureand because it enables management to evaluate operating trends and identify strategies to improve operating
performance. In addition, we believe EBITDA assists potential investors and analysts in comparing our performance across reporting
periods on a consistent basis by excluding items that we do not believe are indicative of our core operating performance. You are
encouraged to evaluate those adjustments and the reasons we consider them appropriate for supplemental analysis. We define
EBITDA as gross profit less network-related and selling and administrative general expenses, which is different to Consolidated
EBITDA as defined in the indenture. See “Description of the Notes.” In evaluating our EBITDA, you should be aware that in the
future we may incur expenses that are the same as or similar to some of the adjustments in this presentation. Our presentation of
EBITDA shouldnot be construed as an inference that our future results will be unaffected by unusual or non-recurring items.

Our EBITDA is not comparable to similarly-titled measures used by other companies. We encourage you to review our financial
information in its entirety and to not rely on a single financial measure in making an investment decision. See “Presentation of
Financial and Other Information—Non-IFRS Financial Measures” for an explanation of our definition of EBITDA and certain
limitations to the use of EBITDA.
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EBITDA reconciliation:

Total Play Telecomunicaciones, S.A. de C.V.and subsidiaries

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(U.S.$)" (Ps.) (Ps.) (U.S.$)V (Ps.) (Ps.) (Ps.)
(in millions)
(unaudited)
EBITDA Reconciliation:
Gross profit..........cceeeuvenn. 282 6,491 5,046 466 10,761 8,181 5,643
Less:
General expenses
Network-related........... (48) (1,098) (934) (78) (1,812) (1,910) (1,419)
Selling and
4 2,51
administrative.............. ©7) (2,248) (1,700) (149) (3:435) (3,309) (2,515)
EBITDA 137 3,145 2,412 239 5,514 2,962 1,709
(3) Total Debt Reconciliation:
Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017

US.$HD  (Ps.) (Ps.) US.$)P  (Ps) (Ps.) (Ps.)
(in millions)

(unaudited)
Short-term portion of long-term debt............... 75 1,726 2,641 60 1,395 2,323 966
Lease liabilities (short-term) 59 1,367 736 63 1,453 — —
Long-term debt.........cvveeeneee. 718 16,570 6,591 594 13,726 9,774 9,005
Lease liabilities (long-term)..........cceevveeernnnen. 102 2,353 2,703 127 2,934 — —
Total debt............ccooovvovverreeeeereereennn. 954 22,016 12,671 844 19,508 12,097 9,971
(4) Net Debt Reconciliation:
Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017

U.S.$HY  (Ps.) (Ps.) U.S.$)D  (Ps) (Ps.) (Ps.)
(in millions)

(unaudited)
Totaldebt. ooueeeeriieeeiieeee e 954 22,016 12,671 844 19,508 12,097 9,971
Cash and cash equivalents...............ccceennnne. (6) (130) 95) (10) (227) 47 (56)
Netdebt........ooooevviiiiiiiieiiiieeiieeeeiee e 948 21,886 12,576 834 19,281 12,050 9.915

(5) For the six-month periods ended June30,2020and 2019, EBITDA was calculated by using the last twelve-months amounts.
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Summary of Key Performance Indicators:

ARPU (in Ps.)
Triple Play .....cooooiiiiiiiiiiiii
Data / Voice

Churn Rate”
TrIple Play ....ovvveeiiiiiiieiie e
Data/Voice.............
Data/TV.......cccuuu.
Blended Average

Total debt/subscriber (i PS.)..........uvvvvvevevneenieiiininneenreennnnns
Capital expenditures (in millions of Ps.).........cccceevvuierennnen.
Revenue (in millions of Ps.)............ouvveeee
Subscribers (in millions)..............cceeeeeennn...
Capital expenditures as percent of revenue....
Homes passed (in millions)

Six Months Ended June 30, Year Ended December 31,
2020 2019 2019 2018 2017
669 661 675 688 677
513 486 458 480 456
534 514 557 511 477
615 595 602 600 590
1.3 0.9 1.1 0.8 0.6
1.9 1.3 1.5 1.1 0.8
1.8 1.2 1.4 1.0 0.7
5.0 3.4 3.9 2.9 2.0
1.4% 1.4% 1.5% 1.6% 2.1%
1.5% 1.7% 1.7% 2.0% 1.9%
1.4% 2.2% 2.1% 2.7% 2.5%
1.4% 1.6% 1.6% 1.6% 2.1%
11,715 9,705 13,140 10,804 12,652
6,229 3,858 7,896 6,561 4,565
8,878 6,415 14,267 10,569 7,476
1.9 1.3 1.5 1.1 0.79
0.2% 60.1% 55.3% 62.1% 61.1%
10.1 8.0 8.6 8.0 6.5

(1) With an average monthly chum rate of 1.4%, the average life of Totalplay Residential subscriber base is 71 months (calculated by

dividing 1/141).
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our Annual Audited Consolidated Financial
Statements and our Interim Consolidated Financial Statements and related notes thereto included elsewhere in this
Offering Memorandum and should also be readin conjunction with the “Presentation of Financial Information and
Other Information,” “Selected Historical Financial and Operating Data” and other financial information contained
in this Offering Memorandum.

Our consolidated financial statements have been preparedin accordance with IFRS, as issued by the IASB,
and require our management to make certain estimates and assumptions to determine the valuation of certain items
included in our financial statements and to make appropriate disclosures therein. Although the actual results may
differ from such estimates, our management believes that the estimates and assumptions used were adequate under
the circumstances.

Overview

We are a leading, high-growth, Mexican telecommunications company dedicated to providing broadband,
entertainment and productivity services over one of the largest fiber-only networks in Mexico. We offer world-class
(i) Double-Play (fixed telephony and broadband internet services or pay-TV and broadband internet services) and
Triple-Play (fixed telephony, pay-TV and broadband internet services) packages for residential customers and (ii)
industry leading telecommunications and managed services for business customers, as well as federal and state
government agencies and entities. We offer these services direct-to-home through a proprietary fiber optic (FTTH)
network that spans more than 88,000 kilometers and includes 552 GPON (Gigabit Passive Optical Network) OLTs
and 981 accessnodes. The network features broadband speed up to 500 Mbps and was ranked #1 in internet speed in
Mexico according to Netflix’s monthly ISP (Internet Service Provider) index from October 201 6 until February 2020
(the last month the index was published).

Through our Totalplay Empresarialbusiness unit, we offer privateand publicly-listed companies and federal
and state government agencies and entities industry-leading telecommunications and managed services including
broadband internet access, encrypted privatenetworks (SDWAN & MPLYS), video surveillance, broadband interfaces,
videoconferencing, cloud-based productivity suites, computing services, next-generation WiFi,and IT solutions. We
are also the world’s leading adopter of addressable advertising, partnering with Google Ads to enable Mexican
advertisers to target customers using our state-of-the-art ad insertion technology and behavioral analytics. As of June
30, 2020, Totalplay Empresarial reached more than 169 cities in all 32 states of Mexico and had more than 66,100
business customers comprised 0f 63,886 privateand publicly-listed companiesand 2,214 federal and state govemment
agencies and entities and including 60% of the top-500 largest enterprises in Mexico. As of June 30, 2020,
approximately 57% of our Totalplay Empresarial revenues came from private and publicly-listed companies and
approximately 43% from federal and state government agencies and entities.

Despite the significant investment we have made in ournetwork in recent years, we have very low levels of
debt. From 2016to 2019, we reduced theratio ofourtotal debt to EBITDA from 23.1x to 3.5x. We have experienced
high growth by reinvesting cash flow into expanding our network. Forthe six months ended June 30,2020, we had
revenues of Ps.8,878 million (U.S.$385 million) and net comprehensive loss of Ps.701 million (U.S.$30 million)
compared to revenues of Ps.6,415 million (U.S.$278 million) and net comprehensive income of Ps.336 million
(U.S.$15 million) for the comparable period in 2019. For the year ended December 31,2019, we had revenues of
Ps.14,267 million (U.S.$6 18 million) and net comprehensive income of Ps.1,450 million (U.S.$63 million) compared
to revenues 0fPs.10,569 million (U.S.$458 million) and net comprehensiveloss of Ps.230 million (U.S.$10 million)
for2018. Ourresidential segment accounted for 66% of ourrevenuesin 2019. Our revenues and EBITDA have grown
at a compounded annual growth rate of 38% and 79%, respectively, in the period 2017-2019. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.”
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The followingtable sets forth certain financial data by marketsegment:

Totalplay Residential
Revenue from services .................
Cost of Services........oeevvvuneerinnnnnns
Operating eXpenses......................
Depreciation and amortization,
financial cost and other-.............

Netincome.............ccoeeveiveinnannnn.

CUStOmErS. .....uvviiiiiiiiieneciiiian,
Property, plant and equipment — net
Right-of-use assets — net...............

Totalplay Empresarial
Revenue from services .................
Cost of services............
Operating expens es
Depreciation and amortization,
financial cost and other.............
Net income (10sS).......................

CUStOmErS. .....vviiiiiiiiieeicciiiinn,
Property, plant and equipment — net
Right-of-use assets — net...............

Corporate and Other
Revenue from services .................
Cost of Services........oeevvvunerrvnnnnnn.
Operating eXpenses......................
Depreciation and amortization,
financial cost and other-.............

Net income (10SS) ....covverviineernnnnss

CUSEOMETS. ...eeevineeiiieeeiiieeeiies
Property, plant and equipment — net
Right-of-use assets — net...............

Consolidated
Revenue from services .................
Cost of services............
Operating expens es
Depreciation and amortization,
financial cost and other .
Net income (10sS)...............cc......

CUSEOMETS. ...eevvieeiiieeeiiieeeiies
Property, plant and equipment — net
Right-of-use assets — net...............

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2018 2017
(U.S.9) Ps.) (Ps.) (U.S.9) Ps.) (Ps.) (Ps.)
(in millions) (in millions)
(unaudited)
263 6,068 4,349 410 9,457 6,806 4,699
67) (1,531) (933) (100) (2,313) (1,835) (1,403)
(59) (1,364) (1,244) (106) (2,438) (2,435) (1,595)
(104) (2,408) (1,123) (134) (3,097) (1,778) (1,661)
33 765 1,049 70 1,609 758 40
35 814 364 21 482 340 465
799 18,443 13,309 649 14,983 11,783 8,454
107 2,461 1,681 104 2,400 — —
119 2,756 2,013 203 4,691 3,681 2,716
36) (839) (390) (50) (1,155) (529) 367)
25) (560) (525) (44) (1,030) (1,163) (978)
3) (78) 27) (11) (246) (59) (124)
55 1,279 1,071 98 2,260 1,930 1,247
64 1,480 995 70 1,619 886 785
364 8,408 6,603 322 7,433 6,374 5,110
49 1,122 834 52 1,191 — —
3 54 53 5 119 82 61
1) 17) (46) 2 (38) @4 (63)
61) (1,422) (865) 77) (1,779) (1,621) (1,361)
59) (1,368) (928) (65) (1,508) (1,359) (727)
(118) 2,753) (1,786) (139) (3,206) 2,922) 2,090)
1 24 2 2 55 16 6
12 271 168 8 189 142 284
1 36 21 1 30 — —
385 8,878 6,415 618 14,267 10,569 7,476
(104) (2,387) (1,369) (152) (3,506) (2,388) (1,833)
(145) (3,346) (2,634) (227) (5,247) (5,219) (3,934)
(166) (3,854) (2,078) (210) (4,851) (3,196) (2,512)
30) (709) 334 29 663 (234) (803)
100 2,318 1,361 93 2,156 1,242 1,256
1,175 27,122 20,080 979 22,605 18,299 13,848
157 3,619 2,536 157 3,621 — —
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Telecommunications Marketin Mexico
Contributionto GDP

The telecommunications industry’s contribution to Mexican GDP has been on average approximately 1.8%
overthe last decade, with anincreasing participationin the last three years to average 2.3% peryear.

Telecommunications contribution to National GDP

2.5% 2.8% 3.0%

3.6%
1.8%
1.6% 1.6%
9 1.5%
i 1.3% I I I I

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: from 2010- 2015 KPMG, from 2016-2019 IFETEL

Penetration of Telecommunication Services in Mexico

Fixed internet, landline, and pay-TV access penetmation in Mexico remains substantially below other
countries in the region, including the United States, Canada, Argentina and Chile.

As of December 31,2019
Fixed Internet Pay-TV Fixed Telephony
(%)
MEXICO...vvvevevererereieieieieieieisenseseaeneans 55 58 63
ATZENtina.......ccoveveveeierereririererennns 65 69 68
Canada.......ocoeoeivieeereeeeeeee 103 81 94
Chile....veieeeeeeeeeeee 70 58 56
United States.......cocoeeveveveeerererennnns 91 103 83

Source: Instituto Federal de Telecomunicaciones Informe Trimestral Estadistico 2019 (Federal Institute of Telecommunications Quarterly
Statistical Report 2019): For Mexico, IFT data provided by operators and updated as of December 2019. For pay-TV, fixed telephony and fixed
internet, includes information from OMDIA consulted in May 2020. For restricted television in Chile, considers data reported by the Subsecretary
of Telecommunications in Chile (SUBTEL) in December 2019.

Penetration of Internet Services

The total penetration of fixed internet access in Mexico is 55 homes per 100, of which 84.6% is residential
accordingto the IFT. When compared to other countries, Mexico’s internet penetration remains low. This represents
an important opportunity for us. We believe internet penetration in Mexico will increase as routine daily activities
increasingly require the use ofthe internet.
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Number of subscriptions as of December 2019
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Source: KPMG analysis with information fromthe Federal Institute of Telecommunications (IFT)
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Penetration of Cable TV Services

According to data published by the Federal Institute of Telecommunications, the number of restricted
television access points increased at a compound annual growth rate 0f12.6% from 2010 to2018 while it contracted
by 3.3% from2018to 2019.

We believe there is an opportunity to increase penetration of cable TV services in Mexico similar to other
countries, includingthe U.S., Canada and certain comparable Latin American countries that have experienced rapid
growth rates. Moreover, since our pay-TV service includes services like streaming and popular apps, management
believes that penetration growth rates in Mexico will continueto accelerate.
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Restricted TV accesses in Mexico
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Penetration of Telephony Services

According to the Federal Institute of Telecommunications, total penetration of fixed telephone lines is 63
lines per 100 homes as of the last quarter of 2019, which is higher than those in Brazil and Colombia. Even though
fixed telephony is considereda commodity, we believe this service will continueto grow at similar trends as in other
globalmarkets. Our fixed telephony services offera clear differentiator with an IP Phonethatincludes our phone app
that canbe used anywhere in the world where there is an internet connection.

Total Fixed telephone lines as March 2019
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Source: KPMG analysis with information from the Federal Institute of Telecommunication
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Historical Fixed telephone lines as December 2019
Numberoflines in thousands
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Barriers to Entry

In the current market environment, there are three double-play and triple-play telecommunications companies
in additionto us,namely América Movil, [zziand Megacable, that control the overall market share and thathave been
in operations formore than 10 years creatinga high barrier to entry fornew players. Moreover, dueto its competitive
landscape, potentialnew entrants would face substantial technological development barriers in order to differentiate
themselves among competitors and require significant capital requirements as the telecommunications industry
requires significant capital expenditures in order to upgrade the network and develop product offerings to meet
customer demands. Evenif our competitors were to transition to a full fiber-optic network, it would take a significant
investment of time and capital to upgrade their existing networks to fiber-optic technology. Regarding govemment
policies, recent reforms opened up the sector to competition in Mexico in order toreduce América Mévil’s monopoly.

Factors Affecting our Consolidated Results of Operations

Mexican Economic Environment

In 2019, Mexican GDP contracted by 0.8% compared to 2018 according to datareleased by INEGI. In the fist
halfof2020,the Mexican economy contracted by 18.7% compared tothe first halfof 2019, according to data released
by INEGI. Economic activity was primarily affected by the outbreak ofthe COVID-19 pandemic and the sharp decline
and volatility in oil prices, which included the crude oil price disagreement between Russia and Saudi Arabia. The
reductionin production volumes compiled with lower international crude oilhad an adverse effecton therevenues of
the Mexican government revenue and, in turn, on the Mexican economy as a whole. Secondary activity was the most
affected during the first half of 2020, registeringa 25.7% contractionas compared to the comparable period in 2019.
Duringthe yearended December 31,2019, these activities accounted for 28.6% of Mexico’s GDP and during the first
half of 2020, they accounted for26.4% of Mexico’s GDP. The Central Bank has estimated that Mexico’s GDP could
contractby as muchas 12%in 2020 compared to 2019. On the other hand, Canadaratified the United States-Mexico-
Canada Agreement or USMCA on March 13,2020, which became effective on July 1,2020. The new temms of the
USMCA could haveanimpacton Mexico’s economy generally andon job creationin particular.

On March 26, 2020, S&P downgraded Mexico’s long-term foreign currency and local currency ratings to
“BBB” (from “BBB+")and to “BBB+” (from “A+”), respectively, reflecting the combined impact ofthe COVID-19
pandemic in Mexicoandthe U.S. andlower global oil prices. As a result of Mexico’s weakening economic resilience,
S&P took various ratings actions on financial institutions. Our Mexican debt securities (certificados bursatiles, or
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“Cebures”) issued on February 24, 2020 were rated “AA” by HR Ratings and Verum and our corporate rating
determined by HR Ratings, Verum and Fitch Ratings remained at “A-.”

Fitch Ratings downgraded Mexico’s sovereign debt on April 15,2020, reflecting an assessment of the overall
financial capacity of the Mexican government to pay its obligations as they become due. In addition, Moody’s
downgraded Mexico’s sovereign credit ratingon April 17,2020, from “A3”to “Baal,” maintaining a negative outlook.
On the same date, Fitch Ratings also revised the outlook of PEMEX from stable to negative, citing insufficient
investment to restore declining production. These downgrades could adversely affect the Mexican economy and,
consequently, ourratings as wellas our business, financial condition and results of operations.

COVID-19 Pandemic

On March 11,2020,COVID-19 wascategorized asa pandemic by the World Health Organization. OnMarch30,
2020, the Mexican Government declared a public health emergency as a result of the COVID-19 pandemic, announcing
the implementation of several protective measures, including the suspension ofany andallnon-essentialactivitiesand a
voluntary shelterin place order. These measures,as wellas othermeasures implementedacrossthe world, including border
closures and travelrestrictions, have led to a suspensionora material decrease of a significant number of commercial
activities, including international flights, operationof hotels, restaurants, retailstoresand otherestablishments, disruption of
supply chains worldwide and falls in production and demand, among others, causing unprecedented commercial
disruption ina numberofjurisdictions, includingMexico.

In Mexico, several industries and sectors to which we have exposure have been particularly impacted by the
COVID-19 pandemic and related economic disruption, including, but notlimited to, retail, hospitality and services such
as restaurants and education. The impact on Totalplay Empresarial was to delay revenues due to failure to comply
with new connections and installation orders and to delay new orders. Notwithstanding this disruption, for the six-
month period ended June 30, 2020, our revenues increased 38% compared to the six-month period ended June 30,
2019.

Initially, the effects of the lockdown benefited our Totalplay Residential segment revenues as a result of
higher demand for high quality Internet services, leading to an increase in subscribers in April and June 2020 from
1.71 million to 1.88 million. However, we are not certain that this trend will continue and there are several impacts
expected on global economies that could have a material adverse effecton our business.

The impact of the COVID-19 outbreak continues developing as of the date of this Offering Memorandum.
In consequence, it is uncertain the full magnitude the pandemic will have on our financial condition, liquidity and
future operating results. Our management is actively monitoring our financial condition, liquidity, operations,
suppliers, the industry and our personnel. Given the daily evolution ofthe COVID-19 outbreak and the global response
to contain its dissemination, Management does not have theelements to estimate the effects in 2020 on our financial
situation, results of operation, or liquidity.

The COVID-19 outbreak could have an adverse prolonged impact on economic and market conditions in
Mexico and could trigger a period of global economic slowdown, which could affect thevalue of ourassets, suchas

its intangible assets.
Sources of Revenue and Costs

We generate revenue mainly from fees associated with communication, entertainment, data, and information
services that we provide to our customers, including: monthly subscription fees, revenue sharing with content
providers, broadband internet, fixed telephony, pay-TV and other services and sales andrentals of equipment, cloud
and ICT. We generally seek to increase our revenue through the growth of our customer baseand the introduction of
new products and value-added services. We principally generate our revenues from monthly fees charged to our
subscribers thatarepayable in pesos. We generally seek to increase ourrevenues through the growth of our customer
base and through the introduction of value-added services and products aimed at different customer needs. Further,
we expect toincrease our revenue throughnew product launches and the expansion of our broadband customer base.
Ourresults of operations aretherefore dependent on our customer baseand thenumber of services that each customer
uses.

Our costs consist primarily of marketing, digital campaigns, POP (point of purchase) material, tool and
uniforms for thesales force, control desk and sales call center (telemarketing), base salary and commissions, point of
sale rentals, officerentals and payments to indirectsales channels.
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Our cost of services consists primarily of content licensing, cost of equipment sold, rent for
telecommunications links, interconnection fees, connection fees, receivables’ impairment reserve and commissions,
amongothers. Forthe six months ended June 30,2020and2019,andthe years ended December31,2019,2018 and
2017, the percentages of our U.S. dollar-denominated costs were 37%, 41%, 37%, 38% and 37%, respectively. The
portion of costs that are U.S. dollar-denominated is mainly comprised of content licensing, rent for
telecommunications links and software licenses, among others.

Overall revenue and costs are also affected by the mix of services we provide, with broadband generally
beingassociated with higher margins than pay television. We expect that during the following years, the broadband
subscriptions’ percentage share of our revenues will continue to increase. The following table sets forth the
composition of ourrevenues.

Six Months Ended

June 30, Year Ended December 31,
2020 2019 2019 2018 2017
(unaudited) (%)

Restricted TV and audio, fixed telephony and

INEEINEL SEIVICES vvvvveeeeiiiiiieeeeeeeriireeeeeeeseeneees 67 67 69 63 62
Corporate services 31 31 29 35 35
AdVErtiSINE,.....vvvvvvvveieiiiiiiiiiiiiiiiiieieaeeaeeeeaeaeaaeees 1 1 1 1 1
OtheT ..o 1 1 1 1 2
0] 71 SRR 100 100 100 100 100

Drivers of Revenue Growth; Capital expenditures to expand andimprove our network and increase our footprint

We are expanding our state-of-the-art fiber optic and connecting homes and businesses to our infrastructure
to deliver products and services for our Totalplay Residentialand Totalplay Empresarial segments. We consistently
seek to improve the quality and increase the coverage of our fiber optic network, which requires investing in new
infrastructure. Capital expenditures ultimately increase our revenue and operating profit, but also decrease our
investing cash flows, the carrying value of property, plant and equipment and intangible assets, and increase
depreciation and amortization expense. In addition, as customers increase their utilization of our network, we incur
higher operating expenses, including interconnection charges, network operation and maintenance costs, employee
costsandselling, generaland administrative expenses.

Capital expenditures during the six-month period ended June 30, 2020, and during the years ended
December31,2019,2018 and 2017 were Ps.6,229 million, Ps.7,896 million, Ps.6,561 million and Ps4,565 million,
respectively, resulting in improvements in the quality of our network and increased capacity and coverage, which
attracted additional customers. We estimate that in 2019 20%, 46% and 34% of our capital expenditures were
associated with maintenance, expansion and subscriber a cquisition costs, respectively, in 2018 30%, 33 % and 37% of
our capital expenditures were associated with maintenance, expansion and subscriber a cquisition costs, respectively,
and in 2017, 33%, 37% and 30% of our capital expenditures were associated with maintenance, expansion and
subscriber acquisition costs, respectively. Our investments remain directed towards the network and infrastructure that
underpins the future growth.

Effects of Inflation

Inflationin Mexico has historically been higher than that of more developed economies. According to Central
Bank, the annual rate of inflation was 6.77%, 4.83% and 2.83% for the years ended December 31,2017, 2018 and
2019, respectively; for the six months ended June 30, 2020, the annualized rate of inflation was 3.33%. A general
increase in prices dueto inflation could havea negative effect on our Totalplay Residential and Totalplay Empresarial
segments. Our customers’ purchasing power could be adversely affected, thereby reducing spending and demand for
our services.

Effects of Fluctuations in Exchange Rates between the Peso andthe U.S. Dollar

The exchange rate forthe peso fluctuates in relation tothe U.S. dollarand such fluctuations may, from time
to time, have a material adverse effect on our earnings, assets, liability valuationand cash flows. Moreover, currency
movements can also affect our financial leverage, as some of our debt is denominated in U.S. dollars. See “Risk
Factors—Risks Related to Mexico and Other Global Risks—Depreciation ofthe pesorelativeto the U.S. dollar could
adversely affect our financial condition, our ability to repay debt and other obligations and results of operations.”
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Afterthe offering, a significantportion of our indebtedness willbe denominated in U.S. dollars and therefore
fluctuations in the U.S. dollar/peso exchange rate will have a largerimpact on ourresults of operation and financial

position.

The peso/U.S. dollar exchange rate moved from Ps.18.8642 to U.S.$1.00 as of December 31,2019, to
Ps.23.0893 to U.S.$1.00 as of June 30, 2020. This change in the exchange rate had a significant impact on our Net
Comprehensive Income for the six months ended June 30,2020, resulting in a foreign exchange loss o' Ps.380 million.

Competitiveand regulatorypressures on pricing

The market in which we operate is highly competitive, and we expect competition will remain robust.
Telecommunications operators compete for customers principally on the basis of price, services offered, advertising
and brand image, quality and reliability of service and coverage area. We seek to sustain our market leadership by
providing innovative services on fast and reliable networks, and by leading with significant positive initiatives that
reflect our commitment to sustainability. According to publicly a vailable information on the Mexican Stock Exchange,
Totalplay Empresarial is the fourth largest enterprise solutions carrier in Mexico based on revenues as of June 30,
2020.

Market Consolidation Trend

The Mexican enterprise carrier segment is experiencing major consolidation in 2020. Our management
believes that this will create new business opportunities for Totalplay Empresarial.

Axtel/Alestra’s parent company, Grupo Alfa, has publicly announced its intent to sell the company in patts
orits entirety beforeyear-end and their decisionto nolongerinvestin the company’s infrastructure for the remainder
0f2020. Furthermore, they have withdrawn Axtel from government bids. Since they areone of our main competitors
in the enterprise and government sector, this represents an opportunity for Totalplay Empresarial to increase market
share.

Televisa/Bestel has recently eliminated their Telum brand which was focused on the medium and large
corporates segment. Instead, they have merged it into Bestel’s brand and renamed it Beste] Empresas. We believe we
will increase our market share because Bestel is not recognized in this market segment. Moreover, Bestel does not
have the coverage we have with fiberto effectively compete.

Mobile operator, Telefonica, recently stopped operating its own network and became an MVNO, using
AT&T’s network. This has created an opportunity for Totalplay Empresarial to capture part of Telefonica’s fixed
network corporate customers.

Increased Competitionin Internet Broadband Access

Dedicated and broadband Internet access are facing strong price-based competition from a host of new
players entering the Mexican market following enactment of the telecommunications refomm enactedin 2013. These
new competitors are mobile carriers, such as AT&T and ALTAN. Given their relatively large investments in fiber
optics networks, they are able to offer very low prices in their coverage areas which may require us to reduce our

prices to remain competitive and adversely a ffect our revenues.
Government Spend Reduction

Since 2019, the government market segment has experienced reductions in spending in several sectors
including telecommunications. Moreover, the government has launched an initiative to consolidate purchases by the
Ministry of Finance (Secretaria de Hacienda) which will cause price erosions on connectivity projects.

During the second half of 2020, we expect to participate in bids for several large government contracts
currently with our competitors, which creates an opportunity for Totalplay Empresarial to increase its market share.

Technological Investments

Network infrastructure investment encompasses multiple layers, ranging from customer-premise equipment
(ONTs, STBs, and WiFi extenders) to core network transmission equipment and network operations management
systems. Themain components of our core network infrastructure are:

e Outside Plant infrastructure, including fiber optic cables and splitters

e  Customoutdoor cabinets providing housing, power, and cooling to access network equipment
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Access network equipment, including GPON FTTX devices, MetroEthernet switches and microwaves

Core network equipment, including MetroEthernet switches, MPLS collectors, content caches, BNG
concentrators and servers including antispam, DNS, DHCP and NTP

LongHaul equipment including MetroEthernet switches, routers and DWDM transmission shelves

Internet connectivity equipment, including carrier-grade NAT appliances, PoP Internet routers and
performanceprobes

Telephony infrastructure, including IMS and SBC infrastructure along with provisioning and mediation
infrastructure

IPTV signal distribution infrastructure, including satellite receivers for signalacquisition, physical and
virtualencoding appliances, and quality of service probes

Network management and ticketing systems, both COTS and home-grown

The foregoing investments we have made will result in developing more and better products and services and
generating an increase in our subscriberbase, thereby increasing ARPU andreducing customer churn.

Critical Accounting Policies

Preparation of our consolidated financial statements in conformity with IFRS requires our management to
make estimates and judgments that affect the assets and liabilities reported in our Annual Audited Consolidated
Financial Statements. Actual results may differ from those we have estimated. Our Annual Audited Consolidated
Financial Statements were prepared athistorical costofacquisition base and, where applicable, at fair value. Themain

estimates and judgments that have beenidentified are the following:

Inventory and receivables allowances. We use estimates to determine inventory and receivables
impairment allowances. Some of the factors considered for calculating the inventory allowance are the
installations volume and the demand trends of certain products. Some of the factors considered in
determining impairment of the receivables’ allowance are the risks related to a customer’s financial
condition, unsecured accounts and the portfolio aging in accordance with therelevant credit conditions.
See Notes 4 and 6 to our Annual Audited Consolidated Financial Statements.

Property, plant and equipment. We review the estimated useful life of property, plantand equipment at
the end of eachfiscalyear. The depreciation and useful lives of the assets are determined in a ccordance
with technical studies prepared by specialized internal staffbut external specialists may also participate.
The degree of uncertainty of the useful lives’ estimates is related to the changes in the market and the
usage of the assets. Similarly, we estimate the recovered equipment value when a user cancels the

service.

Capitalization of cost of loans. We use our judgment in order to determine: (1) the qualifyingassets in
which the cost of loans will be capitalized; (2) the starting, suspension and ending periods of the
capitalization; and (3) the foreign exchange losses that may be capitalized.

Impairment of long-lived assets. When performing the asset impairment tests, we estimate the value of
use allocated to our property, plant and equipment, trademarks, and to cash generating units (CGU) in
the case of certain assets. Calculations of the value of use require us to determine the future cash flows
that should proceed from the CGUs and the adequate discountrate to calculate the present value. We use
the revenue cash flow projections using estimates of the market conditions, prices, market share and
volume ofinstallations.

Leases. At the time we register our lease contracts under IFRS 16, we use certain estimates for: (1)
possible contractrenewals; (2) the discountrate to determine their present value; and (3) the application
of allowed exceptions.

Employee benefits. Measurement employee benefits liability is performed by third-party specialists
based on actuarial calculations. Some of the assumptions that may have an important impact, among
others, are: (1) discount rates; (2) salary increases; and (3) rotation and mortality rates based on
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recognized tables. A change in the economic, labor or tax conditions could materially modify the
estimates.

o Deferred taxes. We have tax loss carry forwards and certain temporary differences, which can be used
in subsequent years. Based on our projected revenue and taxable profit that we expect to generate in
future years, we have considered that a portion of current tax loss carry forwards and temporary
differences will be used before their expiration date and, therefore, it was considered appropriate to

account a deferred tax asset from thosetax losses and temporary differences.

o Contingencies. Weare subject to legal proceedings as to which the possibility ofloss requiring a payment
is assessed. The legal situation as of the date of the estimate and the opinion of our legal advisors are
also considered. Such assessments are periodically reviewed and in case the payment obliga tionbecomes

probable, thecorresponding liability is accounted for.

e Revenue from contracts with customers. In the process of applying our accounting policies, we have
made the following judgments that have had the most significant effects on the balances recognized n
our financial statements: (1) determination of performance obligations; (2) the for revenue recognition
based on the fulfillment of performance obligations; (3) the average timerequired to install equipment;
(4) percentage of customer cancellations; and (5) registration of commissions asa gentand revenues and
costs as principal.

There are no new accounting standards, pronouncements or interpretations to be applied onor after January
1,2020, which may have a significant effect on our financial information as presented in our Audited Consolidated

Financial Statements.

Results of Operations

Six Months Ended June 30,2020 Comparedwith Six Months Ended June30,2019
Revenuefrom Services

Ourrevenue forthe six months ended June 30,2020 increased by 38%to Ps.8,878 million (U.S.$3 85 million)
from Ps.6,415 million (U.S.$278 million) for the comparable periodin 2019.

The 40% increase in revenue of our Totalplay Residential segment during the period to Ps.6,068 million
(U.S.$263 million) from Ps.4,349 million (U.S.$188 million) in the comparable period in 2019 was primarily due to
the expansion of ournetwork coverage, resulting in an increase in new customers and higher ARPU.

The 37% increase in revenue of our Totalplay Empresarial segment to Ps.2,756 million (U.S.$119 million)
from Ps.2,013 million (U.S.$87 million) for the comparable period in 2019 was primarily due to our successful bid
for Smart City in Mexico City and Quintana Rooand a separate process to installa fiber optic network in Jalisco.

Costof Services

Our cost of services for the six months ended June 30,2020 increased by 74%to Ps.2,387 million (U.S.$103
million) from Ps.1,369 million (U.S.$59 million) for the comparable period in 2019, primarily due to (i) the higher
content licensing cost of Ps.270 million (U.S.$12 million); (ii) the cost of sale of equipment increased by Ps447
million (U.S.$19 million); (iii) commissions paid increased by Ps.107 million (U.S.$5 million) dueto higher sales and
(iv) reserves for doubtful accounts increased by Ps.107 million (U.S.$5 million) due to higher revenues.

Costs forour Totalplay Residential segment during the period increased by 64% to Ps.1,530 million (U.S.$66
million) from Ps.933 million (U.S.$40 million) for the comparable period in 2019, primarily due to the increase in
new residential subscribers, resulting from the expansion of the network into new coverage areas.

Costs for our Totalplay Empresarial segment increased by 115% to Ps.839 million (U.S.$36 million) from
Ps.390 million (U.S.$17 million) for the comparable periodin 2019, primarily due tothe cost ofequipmentrelated to
the new projects for Smart City in Mexico City and the fiber optic network in Jalisco.

General Expenses

Our general expenses increased by 27% to Ps.3,346 million (U.S.$145 million) from Ps.2,634 million
(U.S.$114 million) for the comparable period in 2019, primarily due to higher expenses of: (i) increased salaries of
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personnel of Ps.324 million (U.S.$14 million); (i) advertising and promotion expenses of Ps.110 million (U.S.$5
million); and (iii) professional fees of Ps.129 million (U.S.$6 million).

Depreciationand Amortization

Our depreciation and amortization expense for the six-month period ended June 30,2020 increased by 42%
to Ps.1,156 million (U.S.$50 million) from Ps.8 14 million (U.S.$35 million) for the comparable period in 2019. This

increase was primarily dueto increased investments in our fiber optic network.
Subscriber Acquisition Cost

Our subscriberacquisition cost increased by 53 % for the six-month period ended June 30,2020 to Ps.1,765
million (U.S.$76 million) from Ps.1,153 million (U.S.$50 million) forthe comparable period in 2019. This increase
was primarily due to the increase in our subscriber base, which grew to 1.9 million subscribersas of June 30,2020,

from 1.3 million asofJune 30,2019.

Other Income, Net

Our other net income for the six-month period ended June 30, 2020 totaled Ps.42 million (U.S.$2 million)
comparedto anincome of Ps.28 million (U.S.$1 million) in the comparable periodin 2019. This change is mainly due
to the collection of penalties to distributors and sales of fixed assets.

Operating Profit

As a result of the foregoing, profit from operations decreased to a profit of Ps.266 million (U.S.$ 12 million)
forthe six-month period ended June 30,2020 from Ps.473 million (U.S.$20 million) in the comparable period in 2019.

Financial Cost

Our financial costs for the six-month period ended June 30, 2020 totaled Ps.962 million (U.S.$42 million)
compared to financial costs for the comparable period in 2019 of Ps.127 million (U.S.$6 million). This increase was
mainly due to (i) a 153% increase in our interest expense, derived from a higher indebtedness, and (ii) a foreign
exchange loss of Ps.380 million (U.S.$16 million) for the six-month period ended June 30, 2020 as compared to a
foreign exchange gain of Ps.125 million (U.S.$5 million) for the comparable period in 2019.

Income Tax Provisions

Forthe six-month period ended June 30,2020, our results resulted in anincometax provision of Ps.13 million
(U.S.50.6 million), compared to an income tax provision of Ps.12 million (U.S.$0.5 million) for the comparable period
in2019.

Net (Loss) Income for the Period

As a result of the foregoing, our net loss for the six-month period ended June 30, 2020 was Ps.709 million
(U.S.$30 million) compared to a profit of Ps.334 million (U.S.$ 14 million) for the comparable periodin 2019.

Other Comprehensive Income (Loss) for the Period

Our other comprehensive income for the six-month period ended June 30,2020 was Ps.8 million (U.S.$0.3
million) compared to other comprehensive income of Ps.2 million (U.S.$0.1 million) for the comparable period in
2019. This increase was primarily due to the net effect between the recognition of a Ps.24 million (U.S.$1 million)
gain in the valuation of our hedging instruments for the six-month period ended June 30, 2020 (the hedges did not
existasof June 30,2019),and such gain was partially offset by the negativeresult from the translation ofthe financial
statements of our foreign subsidiary due to the depreciation of the peso against the U.S. dollar which depreciated
duringthe first half 0£2020.

Net Comprehensive Income (Loss) for the Period

Our net comprehensive loss for the six-month period ended June 30,2020 was Ps.701 million (U.S.$30
million) comparedto our net comprehensive income 0fPs.336 million (U.S.$15 million) forthe comparable period in

2019.
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Year Ended December 31,2019 Compared with Year Ended December 31,2018
Revenuefrom Services

Ourrevenue fortheyearended December 31,2019 increased by 35%to Ps.14,267 million (U.S.$6 18 million)
from Ps.10,569 million (U.S.$458 million)in 2018.

The 39% increase in revenue of our Totalplay Residential segment during the year to Ps.9,457 million
(U.S.$410 million)in 2019 from Ps.6,806 million (U.S.$295 million) in 2018 was primarily due to the expansion of
ournetwork coverage, resulting in an increase in new customers and higher ARPU.

The 27% increase in revenue of our Totalplay Empresarial segment during the year to Ps.4,691 million
(U.S.$203 million) in 2019 from Ps.3,68 1 million (U.S.$ 159 million) in 2018 was primarily dueto our successful bid
for Smart City in Mexico City and Quintana Roo.

Costs of Services

Our cost of services forthe yearended December 31,2019 increased by 47%to Ps.3,506 million (U.S.$152
million) from Ps.2,388 million (U.S.$103 million) in 2018, primarily due to (i) an increasein our content licensing of
Ps.500 million (U.S.$22 million); (ii) the recognitionin 2019 0fPs.363 million (U.S.$16 million) of cost of equipment
sold to corporate and government clients; (iii) an increase of Ps.153 million (U.S.$7 million) of commissions paid to
oursales force; (iv) the recognition in 2019 of Ps.136 million (U.S.$6 million) of monitoring costs; and (v) anincrease
of the cost of licenses of Ps.126 million (U.S.$5 million). The increases were partially offset by a decrease in lease
expenseof telecommunications links of Ps.68 million (U.S.$3 million).

Costs forour Totalplay Residential segmentduring the year increased by 26%to Ps.2,313 million (U.S.$100
million) in 2019 from Ps.1,835 million (U.S.$79 million) in 2018, primarily due to the increase in new subscribers,
resulting from the expansion of thenetwork intonew coverage areas.

Costs for our Totalplay Empresarial segment during the year increased by 118%, to Ps.1,155 million
(U.S.$50 million) in 2019 from Ps.529 million (U.S.$23 million) in 2018, primarily due to the cost of equipment
related to thenew projects for Smart City in Mexico City.

General Expenses

Our general expenses increased by 0.5% to Ps.5,247 million (U.S.$227 million) in 2019, from Ps.5219
million (U.S.$226 million) in 2018, primarily due to the net effect of (i) a Ps.238 million (U.S.$10 million) decrease
in the leasing expense duetotheadoption ofthe IFRS 16; (ii) a Ps.126 million (U.S.$5 million) increase in professional
fees; (iii) a Ps.123 million (U.S.$5 million) increase of administrative services; (iv) a Ps.6 1 million (U.S.$3 million)
increase in employee salaries and compensation expenses; and (v) a Ps.22 million (U.S.$1 million) decrease in
maintenance.

Depreciationand Amortization

Our depreciation and amortization expense for the year ended December 31,2019 increased by 37% to
Ps.1,774 million (U.S.$77 million) from Ps. 1,297 million (U.S.$56 million) in 2018. This increase was primarily due

to (i) the adoption of IFRS 16 for our leases; and (ii) higher investments in our network and infrastructure.

Subscriber Acquisition Cost

Our subscriberacquisition costincreased by 42% fortheyear ended December31,2019, to Ps.2,604 million
(U.S.$113 million) from Ps.1,836 million (U.S.$80 million) in 2018. This increase was primarily due to the increase
in our subscriber base, which grew to 1.5 million subscribers as of December 31,2019, from 1.1 million as of

December31,2018.
Other Expenses, Net

Our other net expenses for the year ended December 31, 2019, totaled Ps.55 million (U.S.$2 million)
comparedto expenses of Ps.35 million (U.S.$2 million) in 2018. This change is mainly due to donations granted and
an increase in bank commissions and fees.
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Operating Profit (Loss)

As a result of the foregoing, profit from operationsincreased to a profitof Ps.1,081 million (U.S.$47 million)
for the year ended December 31, 2019 from a loss of Ps.206 million (U.S.$9 million) for the year ended December
31,2018.

Financial Cost

Our financial cost fortheyear ended December 31,2019 totaled Ps.3 19 million (U.S.$ 14 million) which was
a slight increase compared toa financial cost in 2018 of Ps.3 19 million (U.S.$ 14 million). This minimal cost increase
was mainly due to the net effect of: (i) a decreasein 2019 of our foreign exchange gain of Ps.76 million (U.S.$3
million); (ii) a decreaseof ourinterest expense from financial debtby Ps.127 million (U.S.$6 million) due to a lower
average indebtedness in 2019; and (iii) an increase of Ps.136 million (U.S.$6 million) in the interest expense from
leasesasa result of the adoption of IFRS 16 during the year.

Income Tax Provisions

For the year ended December 31,2019, we recorded an income tax provision of Ps.99 million (U.S.$4
million), compared to an income tax benefit of Ps.291 million (U.S.$13 million)in 2018.

Net Income (Loss)

As a result of the foregoing, our profit in 2019 increased to Ps.663 million (U.S.$29 million) compared to a
loss 0f Ps.234 million (U.S.$10million)in 2018.

Other Comprehensive Income

Our other comprehensive income for the year ended December 31,2019 was Ps.787 million (U.S.$34
million) compared to other comprehensive income of Ps.4 million (U.S.$0.2 million) in 2018. This increase was
primarily due to the recognition of a fair value gain in our intangibles (trademarks) in 2020, which did not occur in
2019.

Net Comprehensive Income (Loss) for the Year

Ournet comprehensive income for the year ended December 31,2019 was Ps. 1,450 million (U.S.$6 3 million)
compared to ournetcomprehensive loss of Ps.230million (U.S.$10 million)in 2018.

Year Ended December 31,2018 Compared with Year Ended December 31,2017
Revenuefrom Services

Ourrevenue fortheyearended December 31,2018 increased by 4 1%to Ps.10,569 million (U.S.$4 58 million)
from Ps.7,476 million (U.S.$324 million)in 2017.

The 45% increase in revenue of Totalplay Residential segment during the year to Ps.6,806 million (U.S.$295
million) in 2018 from Ps.4,699 million (U.S.$203 million) in 2017 was primarily due to the expansion of network
coverage, resulting in an increase in new customers and an increase in ARPU.

The 36% increase in revenue of our Totalplay Empresarial segment during the year to Ps.3,681 million
(U.S.$159 million)in 2018 from Ps.2,71 6 million (U.S.$118million) in 2017 was primarily dueto our successful bid
for Smart City in Quintana Roo.

Cost of Services

Our cost of services forthe yearended December 31,2018 increased by 30%to Ps.2,388 million (U.S.$103
million) from Ps.1,833 million (U.S.$79 million) in 2017, primarily due to (i)an increase of Ps.264 million (U.S$11
million) in commissions paid to our sales force; (i) an increase of Ps.239 million (U.S.$ 10 million) in content licensing
as our subscriber base grew by 42%; (iii) an increase of Ps.107 million (U.S.$5 million) in our accounts receivable
impairment reserve; and (iv) a decrease of Ps.79 million (U.S.$3 million) in lease expense of telecommunications
links.

Costs forour Totalplay Residential segmentduring the yearincreased by 3 1% to Ps.1,835 million (U.S.$79
million) in 2018 from Ps.1,403 million (U.S.$61 million) in 2017, primarily due to the increase in new subscribers,
resulting from the expansion of thenetwork intonew coverage areas.

64



Costs forour Totalplay Empresarial segment duringthe yearincreased by 44%, to Ps.529 million (U.S.$23
million) in 2018 from Ps.367 million (U.S.$16 million)in 2017, primarily due to dueto the cost of equipment related

to the new projects for Smart City in Quintana Roo, in our public commercial services business.

General Expenses

Our general expenses increased by 33% to Ps.5,219 million (U.S.$226 million) in 2018, from Ps.3,934
(U.S.$170 million)in 2017, primarily due anincreasein labor expense of Ps.693 million (U.S.$30 million) due to an
increase in our subscriber base as we expanded intonew cities.

Depreciationand Amortization

Our depreciation and amortization expense for the year ended December 31,2018 increased by 12% to
Ps.1,297 million (U.S.$56 million) from Ps. 1,161 million (U.S.$50 million) in 2017. This increase was primarily due

to an increase in our investments in network and infrastructure.

Subscriber Acquisition Cost

Our subscriberacquisition costincreased by 46% fortheyear ended December31,2018, to Ps.1,836 million
(U.S.$80 million) from Ps.1,261 million (U.S.$55 million) in 2017. This increase was primarily due to the escaltion
of our efforts to grow our subscriber base, which grew to 1.1 million as of December 31, 2018, from 788,000
subscribersas of December31,2017.

Other Expenses, Net

For the year ended December 31, 2018, other expenses totaled Ps.35 million (U.S.$2 million) compared to
expenses of Ps.41 million (U.S.$2 million)in 2017. This change is mainly due to sale of fixed assets and lower bank
commissions and fees.

Operating Profit (Loss)

As a result of the foregoing, loss from operations decreased to a loss of Ps.206 million (U.S.$9 million) for
the yearended December31,2018 from a loss of Ps.754 million (U.S.$33 million)in 2017.

Financial Cost

Our financial cost for the year ended December 31,2018 was a loss of Ps.319 million (U.S.$14 million)
comparedto a gain of Ps.184 million (U.S.$8 million)in 2017. This cost increase was mainly due to thenet effectof
a lower foreign exchange gain of Ps.338 million (U.S.$15 million), partially offset by an increase of Ps.55 million
(U.S.$2 million) in ourinterest expensedue toa higheraverage outstandingbalance ofourindebtedness in 2018.

Income Tax Provisions

For the year ended December 31, 2018, our results resulted in an income tax benefit provision of Ps291
million (U.S.$13 million), comparedto anincome tax charge provision of Ps.233 million (U.S.$10 million)in 2017.

Net Income (Loss)

As a result of the foregoing, ourloss in 2018 totaled Ps.234 million (U.S.$10 million) comparedto a loss of
Ps.803 million (U.S.$35 million)in 2017.

Other Comprehensive Income

Our other comprehensive income fortheyearended December 31,2018 wasPs.4 million (U.S.$0.2 million)
compared to other comprehensive income of Ps.941 million (U.S.$41 million)in 2017. This decrease was primariy

due to the recognition of Ps.939 million (U.S.$4 1 million) in the fair value of property, plant and equipment.
Net Comprehensive Income (Loss) for the Year

Our net comprehensive loss for the year ended December 31,2018 was Ps.230 million (U.S.$10 million)
compared to ournetcomprehensive income of Ps.138 million (U.S.$6 million)in 2017.

Liquidity and Capital Resources

We established appropriate policies to mitigate our liquidity risk through: (i) the review of working capital,
(i)) the review of ouractualand projected cash flows; and (iii) the reconciliation of maturities of our financial a ssets
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and liabilities. These actions allow our management to manage short and long-term financing requirements by
maintaining cashreserves or credit facilities available.

Factors that may influence thelevels liquidity and capital resources include:

e ourability to generate sufficient free cash flow;

e factorsthataffectthe resultsof operations, including general economic conditions in the markets where
we operate and elsewhere, interest rates and the depreciation of the peso;

e demand for our products and services, the competitive environment, demographic changes in its market
areasandregulation;

e factors that affect our access to bank financing and the capital markets, including interest rate
fluctuations, availability of credit and operational risks of our Totalplay Residential and Totalplay
Empresarial segments; and

e unexpectedchanges in oursuppliers’ prices.

Our principalsources of liquidity include cash from operations, debt including commercial loans and stock
exchange certificates and lease financings.

Working Capital

Our net working capitalas of June 30,2020 was negative Ps.4,919 million (U.S.$213 million) compared to
negativePs.4,973 million (U.S.$215 million) as of June 30,2019. The decrease was primarily dueto increases of (i)
70% in our receivables from customers of Ps.957 million (U.S.$41 million); (ii)) 61% in our recoverable taxes of
Ps.921 million (U.S.$40 million); and (iii) 47% in our inventories of Ps.447 million (U.S.$ 19 million); partially offset
by an increase of 72% in our trade payables of Ps.3,066 million (U.S.$133 million) and a 35% reduction of Ps915
million (U.S.$40 million) in our short-term debt.

Ournet working capitalas of December 31,2019 was negative Ps.1,835 million (U.S.$79 million) compared
to negative Ps.5,389 million (U.S.$233 million) as of December 31, 2018. The decrease in our net working capital
deficit was primarily due to: (i) a 74% increase in our customer balances of Ps.914 million (U.S.$39 million); (i) a
69% increase in our recoverable taxes 0fPs.803 million (U.S.$35 million); (iii) a 16% reduction in our trade payables
of Ps.672 million (U.S.$29 million); and (iv) a 48% reduction in our reverse factoring of Ps.891 million (U.S.$38
million).

Ournet working capitalas of December 31,2018 was negative Ps.5,389 million (U.S.$233 million) compared
to negative Ps.2,547 million (U.S.$110 million) as of December 31,2017. The increase was primarily due to: (i) a
140% increase in our short-term debt of Ps.1,357 million (U.S.$59 million); and (i) a 51% increase in our trade
payables ofPs.1,424 million (U.S.$62 million).

Net Cash Flows

The following chartsets forth our generationand application of cash forthe periods indicated:

Six Months Ended June 30, Year Ended December 31,
2020 2019 2019 2018 2017
US.$)  (Ps) (Ps.) (U.S.9) Ps.) (Ps.) (Ps.)
(in millions)
(unaudited)
Net cash flows from operating activities.... 260 6,003 1,405 110 2,529 3,996 1,075
Net cash flows from investing activities.... (270) (6,236) (3,843) (344) (7,939) (6,546) (4,493)
Net cash flows from financing activities.... 6 136 2,486 242 5,590 2,540 3,218
Cash and cash equivalents at

end of period..........ooeeeviiiiiiiiniiinn 6 130 95 10 227 47 56

Net Cash Flows from Operating Activities

For the six months ended June 30, 2020, net cash flows from operating activities increased by 327% to
Ps.6,003 million (U.S.$260 million) from Ps.1,405 million (U.S.$6 1 million) for the six months ended June 30,2019.
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This change was primarily dueto highertrade payables to suppliers, partially offsetby higher collections of customer
receivables.

Forthe yearended December 31,2019, netcash flows from operating activities decreased by 37%to Ps.2,529
million (U.S.$109 million) from Ps.3,996 million (U.S.$173 million) for the year ended December 31, 2018. This
changewas primarily dueto highertradepayables to suppliers partially offset by collectionsof customer receivables.

For the year ended December 31, 2018, net cash flows from operating activities increased by 272% to
Ps.3,996 million (U.S.$173 million) from Ps.1,075 million (U.S.$47 million) for the year ended December 31,2017.
This change was mainly due to higher trade payables to suppliers partially offset by collections of customer
receivables.

Net Cash Flows from Investing Activities

Forthe six monthsended June 30,2020, net cash flows from investing activities increased by 62%to negative
Ps.6,236 million (U.S.$270 million) from negative Ps.3,843 million (U.S.$166 million) for the comparable period in
2019. This change was mainly due to higher investments in our network and infrastructure, resulting from our
expansion to morecities in Mexico.

Forthe yearended December 31,2019, netcash flows from investing activities increased by 2 1% tonegative
Ps.7,939 million (U.S.$344 million) from negative Ps.6,546 million (U.S.$283 million) for the year ended December
31,2018. This change was primarily due to higher investments in our network and infrastructure, resulting from our
expansion to morecities in Mexico.

Forthe yearended December 31,2018, netcash flows from investing activities increased by 46% to negative
Ps.6,546 million (U.S.$283 million) from Ps.4,493 million (U.S.$195 million) fortheyear ended December 31,2017.
This change was mainly dueto higher investments in our network and infrastructure, resulting from our expansion to

more cities in Mexico.
Net Cash Flows from Financing Activities

Forthe six months ended June 30,2020, net cash flows from financing activities decreased by 95%to Ps.136
million (U.S.$6 million) from Ps.2,486 million (U.S.$108 million) for the six months ended June 30, 2019. This
change was mainly due to the net effect from: (i) the receipt of funds for future capital increases for the six-month
period ended June 30, 2019, (ii) a higher amount of interest paid during the six-month period ended June 30, 2020,
and (iii) a higher principal payments of indebtedness during the six-month period ended June 30, 2020.

For the year ended December 31,2019, net cash flows from financing activities increased by 120% to
Ps.5,590 million (U.S.$242 million) from Ps.2,540 million (U.S.$ 110 million) forthe year ended December 31, 2018.
This change was primarily due to the net effect from: (i) the receipt of funds for future capital increases for the year
ended December 31, 2019; (ii) a higher amount of interest paid for the year ended December 31, 2019; and (iii) a
higheramount oflease financings forthe yearended December31,2019.

Forthe yearended December 31,2018, netcash flows from financing a ctivities decreased by 2 1%to Ps.2,540
million (U.S.$110 million) from Ps.3,218 million (U.S.$139 million) for the year ended December 31,2017. This
change was mainly due to: (i) a capitalincrease of Ps.1,986 million (U.S.$86 million) for the yearended December
31,2017;and (ii) higher payments of interest for the year ended December 31,2018.

See our Consolidated Financial Statements.

Indebtedness

The following chart sets forth our debt facilities, debt certificates and other indebtedness outstanding as of
June 30,2020:
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As of June 30,2020
U.S.$ Ps.
(in millions)

NON-DANK LOANS ...t e e e e e e e e e e e e e e e e e e e e eeeees 612 14,114
Short and 10N@-term I€ASES .......ccceeeiiiiiiiiiii i, 161 3,720
(07217 TR 108 2,500
BanK LOAMNS.......oouuiiei e e e e e e e 78 1,798
AMOTHZEA tranSACTION COSTS ..eeeiiuvrrrirrreeeeiiiitietreeesiitrteeeeeesssatrreeeeeesasssseeeeeesssssssseeeeeessnnsnees (5) (116)

Total financial indebtedness valued at amortized cost.......................ccooeeeiiiiiiiiinnnennnnnn. 954 22,016

On February 24,2020, Total Play, Banco Azteca, as trustee of irrevocable administration master trustnumber
F/1136,asamended and restated on November 8,2019 (the “Master Trus?’) and CIBanco, S.A. established a Cebures
program forup to an amount of Ps.5,000 million (U.S.$2 16 million) pursuant to which the Master Trust irrevocably
conveyed certain Accounts Receivable Collection Rights to anissuing trust for the Cebures program. The first issuance
was in the principal amount 0 Ps.2,500 million (U.S.$108 million) atan annual interestrate ofthe Mexican intetbank
offered rate (Tasa de Interés Interbancaria de Equilibrio, or “TIIE™) plus 240 basis points; the funds were used to
refinance debtand for working capital. The debtcertificates are traded on the Bolsa Institucional de Valores, S.A. de
C.V. (the Mexican Institutional Stock Exchange, or “BIVA”).

On June 29,2020, Total Play entered into a Financing Facility Agreement with the Export and Import Bank
of China, Shenzhen Branch in the amountofup to CNY1,050,000,000 (U.S.$ 149 million) ata fixed interest rate 5.5%
perannum, to finance certain goods and services related to the expansionprojectof +2 M HP that took place dunng
the last eighteen months ending June 30,2020. The facility has a 7-year maturity and 5-year amortization period, and
is secured by a guarantee agreement and a securities pledge agreement (contrato de prenda bursatil) executed by
Corporacion RBS.

Financial Liabilities
Our financial iabilities include financial debt, suppliers, related parties and other accounts payable. Financial

liabilities are measured initially at fair value and, as applicable, are adjusted for transaction costs, unless we would
have designateda financial liability at fair value with changes in results.

Subsequently, financial liabilities are measured atamortized costby using the effective interest ratemethod,
except for financial liabilities held fortrading or that have been designated at fair value through profit or loss, which
are kept in the books at fair value with gains or losses recognized in profit or loss (that are not derivative financial
instruments designated and effective as hedging instruments).

All the charges related with interest and, if applicable, any change in fairvalue of an instrument is reported
in income and are included under “interest expense.”
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Tabular Disclosure of Contractual Obligations.

The followingtable sets forth our material expected obligations and commitments as of June 30, 2020:

As of June 30,2020
Less Than 1-3 3-5 More Than
Total 1year years years 5 years

Financial liabilities(! 18,296 1,726 4,082 12,368 120
Lease obligations® ........ 3,720 1,367 1,850 301 202
Purchase commitments..................evvvvvvvvvnennnnnnnnns — — — —

Staff severance indemnities ...........cocoovevrveeeenenn.. 41 — — — 41
Total contractual obligations and commitments 22,057 3,093 5,932 12,669 363

(1) Non-bank loans of Ps.14,114 million (U.S.$611 million) with private entities. 98% of the non-bank loans mature after 2021 and,
collectively, they represent 43.2% of our total liabilities. The principal terms and covenants include: (i) terms that range from 1 to 84
months; (ii) annual interest rate from TIIE+325 basis points to TIIE+400 basis points, bearing monthly interest; (iii) compliance with
laws; (iv) compliance with periodical reports of financial information; (v) maintenance of licenses, authorizations, concessions and
permits; (vi) submission of reports and notices of any litigation, proceedings, including labor conflicts that may have a material
adverseeffect; (vii) submission ofnotices ofany, merger, material acquisition or corporate restructuring; and (viii) payment of taxes.
Firstissuance of Cebures through anissuing trust for Ps.2,500 million (U.S.$ 108 million) represents 7.7%of our total liabilities. The
principal terms and covenants include: (i) monthly interest at an annual rate of TIIE+240 basis points for a 5-year term; (ii) maturity
date on February 11, 2025; (iii) compliance with laws; (iv) compliance with reports and notices to CNBV and BIVA; (v) maintenance
of licenses, authorizations, concessions and permits; and (vi) submission of reports and notices of any event of default or event of
early repayment (each as defined therein). Bank loans of Ps. 1,798 million (U.S.$78 million) with Mexican financial institutions. Bank
loans have an average lifeofmorethan 3.5 years and represent5.5% of ourtotal liabilities. The principal terms and covenants include:
(i) terms that range from 3 to 60 months; (ii) annual interest rates from TIIE+200 basis points to TIIE+500 basis points, bearing
monthly interest, (iii) compliance with laws; (iv) compliance with periodical reports of financial information; (v) maintenance of
licenses, authorizations, concessions and permits; (vi) submission ofreports and notices ofany litigation, proceedings, including labor
conflicts that may have a material adverse effect; (vii) submission of notices of any, merger, material acquisition or corporate
restructuring; and (viii) payment of taxes. See “— Indebtedness.”

(2) Lease agreements in an aggregate principal amount of Ps.3,720 million (U.S.$161 million) represent 11.4% of our total liabilities.
Lease financial agreements terms range from 3 to 4 years and arerelated to decoders, cars, computers and communication equipment.
Operating leases comprise contracts for offices, sites, warehouses with terms ranging from 1 to 5 years, and the corporate offices
building with a term of 8 years. Lease agreements have an average term of 48 months, with fixed payments (that already include
financial cost, and residual value). The average cost of leases is approximately 13% annually. The majority of the assets leased are
ONT’s and Set-top boxes.

Internal Controls

Wehave a series ofinternal control systems and procedures in all the critical areas of our operations, among
them:

e Sales,billing, collection andagingof ouraccounts receivable;

e Cash management;

e Inventory management (equipment reception, transfers, installations and refurbish);

o Fixed asset management (additions, reductions, physical inventories, etc.);

e Payroll (workforce personnel monitoring, processing and payment of wages and compensation, etc.);
e Operatingexpenses (avoid waste and ensure austerity);

e Customerservice andcall center services; and

e Leasesofpoints of sale, headquarters, sites, equipment, etc.

The aforementioned internal controls rely heavily onsystems, suchas SAP S/4 HANA (accounting, treasury,
fixed assets, payroll, leases, procurement, human resources), BRM (billing and revenue management), among others.
Likewise, we have a specialized audit administration system “ADA Web” that allows us to manage the audit process
and electronic work papers, decrease execution times, give punctual follow-up and have the audit result of the “real
time.”
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The internal control procedures arejointly designed by the Methods and Procedures department, mainly; this
way, we canevaluate, elaborate, translate and disseminate the policies thatbestadhere to our operation, the applicable

regulations, as wellas ourvalues, vision and mission.

Finally, our Internal Audit Department promotes and supervises compliance with institutional and regulatory
standards, the correct use of our resources, the veracity and sufficiency of our operations reports, the security of
information; and if necessary, we implement changes to the policies, control system, monitoring, etc.

Disclosure Controls

Our disclosure controls are designed with the aim of ensuring that information is compiled and communicated
to ourexecutive officers, including the chiefexecutive officer (“CEO”) and thechief financial officer (“CFO”). This
information must be submitted in a manner suitable for opportune decision-making regarding disclosure of required
information. Internal procedures and controls for financial reports are designed with the aim of providing reasonable
certainty that:

e transactions are duly authorized;
e assetsare protected a gainst inappropriate or unauthorized use; and
e transactions are duly documented and reported.

Limitations ofthe Validity of Controls

We do not expect, nor can we assureyou thatour Disclosure Controls and Internal Controls prevent all errors
and fraud. A control system, regardless of how well conceived and operated can provide only reasonable, not absolute,
assurance thattheobjectives ofthe control system are met. Inaddition, the design ofa control system must reflect the
fact that there are resource limitations, and the benefits of controls must be considered in relation to their costs. Due
to the limitations inherentin all control systems, no evaluation of controls can provide the absolute guarantee thatall
controlmatters and cases of fraud, if any, within our company havebeen detected. These inherent limitations include
the reality that judgments in decision-making can be incomplete, and failures can occur from simple mistakesor errors.
Additionally, controls may be surrounded by individual acts of some people, by collusion of two or more people or
by ignoringthe control. The design ofany control system is also based in parton certain actions about the probability
of future events, and there can be no assurance that any control will succeed in achievingits goalsunderallpossible
future conditions. Over time, a control may become inadequate due to changes in conditions, or the degree of
compliance with the policies or procedures related to the control may deteriorate. Due to the limitations inherent in an
effective costcontrol system, false statements dueto errors or fraud may occurand go undetected.

Ethics, Integrityand Compliance Program

We are convinced that it is possible to conduct business in an ethical, honest, responsible manner, and in
compliance with applicable laws.

In thisregard, we aresubjectto the Code of Ethics of Grupo Salinas. In January 2020, Grupo Salinas updated
the CodeofEthics applicable to all business units ofthe group, including Total Play, and as part ofthe Ethics, Integrity
and Compliance Program (“EICP”), which we are currently implementing. The EICP includes critical policy
statements such as: prohibition of corruption and bribery, conflict of interest, treatment of gifts, entertainment, travel
and improper payments (including with respectto government officials), relationships with third parties, training and
education, fair competition and antitrustand reporting and retaliation.
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THE TOTAL PLAY GROUP

Overview

We are a leading, high-growth, Mexican telecommunications company dedicated to providing broadband,
entertainment and productivity services over one of the largest fiber-only networks in Mexico. We offer world-class
(i) Double-Play (fixed telephony and broadband internet services or pay-TV and broadband internet services) and
Triple-Play (fixed telephony, pay-TV and broadband internet services) packages for residential customers and (ii)
industry leading telecommunications and managed services for business customers, as well as federal and state
government agencies and entities. We offer these services direct-to-home through a proprietary fiber optic (FTTH)
network that, as of June 30, 2020, spanned more than 88,000 kilometers and included 552 GPON (Gigabit Passive
Optical Network) OLTs and 98 1 accessnodes. The network featuresbroadband speed up to 500 Mbpsand was ranked
#1 in internet speed in Mexico according to Netflix’s monthly ISP (Internet Service Provider) index from October
2016 until February 2020 (the last month the index was published).

Our internet services are world-class, optimizing the user experience for popular video streaming services,
such as Netflix, YouTube, Amazon Prime Video, Instagram TV and Facebook Live. Ourunique home-grown IPTV
system allows us to deliver 4K linear TV programming along with AnytimeTV, creating a non-linear customer
experience. Embedded applications, suchas HBOGo, Amazon Prime Video, and Netflix, are accessible directly from
our set-top boxes and available on our system, providinga fully integrated entertainment center interface. Customer
experienceis further enhanced by our proprietary mobile app, which gives subscribers the ability to enjoy their favorite
content with optimal streaming quality anywhere in the country. We are also the world’s leading adopter of
addressable advertising, partnering with Google Ads to enable Mexican advertisers to target customers using our state-
of-the-art ad insertion technology and behavioral analytics. As of June 30,2020, in our residential business unt,
Totalplay Residential, our network reached 52 cities in 25 Mexican states with 10.1 million homes passed and 1.9
million subscribers representing 18.5% of our homes passed. As of June 30, 2020, approximately 64% of our 1.9

million Totalplay Residential customers had Triple-Play packages and approximately 36% had Double-Play packages.

Through our Totalplay Empresarialbusiness unit, we offer private and publicly-listed companies and federal
and state government agencies and entities industry-leading telecommunications and managed services including
broadband internet access, encrypted private networks (SDWAN & MPLS), video surveillance, broadband interfaces,
videoconferencing, cloud-based productivity suites, computing services, next-generation WiFi,and I T solutions. As
of June 30,2020, Totalplay Empresarial served customers located in more than 169 cities in all 32 states of Mexico
and had more than 66,100 business customers comprised of 63,886 private and publicly-listed companies and 2,214
federal and state government agencies and entities and including 60% ofthe top-500 largest enterprises in Mexico. As
of June 30, 2020, approximately 57% of our Totalplay Empresarial revenues came from private and publicly-listed
companies and approximately 43 % from federal and state governmenta gencies and entities.

Our fiber optic network is designed to offer greater capacity and reliability that is less dependent on the power
grid than traditional technologies. In contrast, the hybrid copper-based and fiber optic networks used by some of our
principal competitors provide inconsistent service offerings, speeds and user experience results that vary depending
on the different regions and cities in which they operate. Our network has also been designed tobe adaptable to future
technological developments including 8K or HDR television content and to keep pace with bandwidth demand
requirements as major content providers launch “over-the-top” video streaming applications requiring higher
bandwidth.

Mexico has a relatively low penetration rate in the services we offeras compared to certain other countries
in the hemisphere. The following table shows recent penetrationrates (per each 100 homes) in fixed internet, pay-TV
and fixed telephony access in Mexico as compared to certain other countries:
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Fixed Internet Pay-TV Fixed Telephony

(%)
MEXICO....cvermemecrerrmicierenreeienenneeaeaes 55 58 63
ATgentina...........eeueeeeeeueenirinieieenns 65 69 68
Canada.......ccoveveeevenncceenniceiennenne 103 81 94
Chile.....ocericcieicccrccernee 70 58 56
United States.......coovvveeeeeeeeeeeennene 91 103 83

Source: Instituto Federal de Telecomunicaciones Informe Trimestral Estadistico 2019 (Federal Institute of Telecommunications Quarterly
Statistical Report 2019): For Mexico, IFT data provided by operators and updated as of December 2019. For pay-TV, fixed telephony and fixed
internet, includes information from OMDIA consulted in May 2020. For restricted television in Chile, considers data reported by the Subsecretary
of Telecommunications in Chile (SUBTEL) in December 2019.

In addition, the telecommunications industry in Mexico has increased its contribution to GDP by 0.97
percentage points (3.31%o0f GDP as ofJune30,2020 comparedto 2.34%of GDP as of June30,2019). Accordingly,
we believe the Mexican telecommunications sector has high growth potential, and we believe we are well-positioned
to takeadvantage ofthat growthtoincrease our marketshareby leveraging our extensive and high-capacity fiber optic
network, strong brand and high-quality services and content.

Data published by Bloomberg Market Intelligence estimates that fiber optic technology in Mexico will
experience the highest growth in revenues in the period from 2019 to 2024 as compared to other technologies. We
believe ourtechnology and infrastructure gives us a significant advantage to exploit this growth opportunity without
significant additional capital investment. In addition to ouruniquely developed infrastructure, we also havea proven
ability to market new or additional offerings to our current customers, through a data pool that provides us with
detailed information on each customer’s demographics, characteristics, content preferences and consumption
behavior, allowingus to quickly and effectively segment our customers and offer them the mostrelevant products.

Despite the significant investment we have made in ournetwork in recent years, we have very low levels of
debt. From 2016to 2019, we reduced theratio of ourtotal debt to EBITDA from 23.1xto 3.5x. We have experienced
high growth by reinvesting cash flow into expanding our network. For the six months ended June 30,2020, we had
revenues of Ps.8,878 million (U.S.$385 million) and net comprehensive loss of Ps.701 million (U.S.$30 million)
compared to revenues of Ps.6,415 million (U.S.$278 million) and net comprehensive income of Ps.336 million
(U.S.$15 million) for the comparable period in 2019. For the year ended December 31,2019, we had revenues of
Ps.14,267 million (U.S.$6 18 million) and net comprehensive income of Ps. 1,450 million (U.S.$63 million) compared
to revenues 0fPs.10,569 million (U.S.$4 58 million) and net comprehensive loss of Ps.230 million (U.S.$10 million)
for2018. Ourresidential segment accounted for 66% of ourrevenuesin 2019. Ourrevenues and EBITDA have grown
at a compounded annual growth rate of 38% and 79%, respectively, in the period 2017-2019. See “Management’s
Discussion and Analysis of Financial Conditionand Results of Operations.”

Our vision is to be the most innovative and best-in-class telecommunications company, information
technology provider and digital entertainment provider, widely recognized as a market leader in Mexico. The work

philosophy we apply to achievethis vision is based on the following strategic pillars:

e Betheleaderin providing the most innovative telecommunications solutions by deploying the most
advanced infrastructure to offer the fastest and highest-quality service while continuously developing
cutting-edge products, such as AnytimeTV, 4K linear TV programming, addressable advertising,
unparalleled streaming services and our own Totalplay mobile app.

e Provide exceptional customer service through our fastresponse times and by using our customer profiles
and customization capabilities to tailor our responseto each customer’s needs.

e Increase product offerings to drive ARPU and RGU growth in both the Totalplay Residential and
Totalplay Empresarial segments by providing differentiated quality serviceand contentand positioning
us to command premium pricing while simultaneously increasing our marketshare.

e  Maximize profitability through a focus on (i) increased market penetration, (ii) increased lifetime value
of each customerand (iii) controlling operating expenses. In particular, we have a low penetration rate
in comparison to our already-deployed infrastructure and already-invested capital. Our current
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infrastructure with state-of-the-art technology is able to provide coverage to up to 10.1 million
households allowing us to provide the fastest internet speed, offer innovative products in bundle
packages and provide high-quality customer service while at the same time positioning us to increase
customer numbers withouta dditional costs.

Create the ideal workplace with a focus on professional development, including through technical
training and courses on financial education offered through the “Aprende y Crece” (Learn and Grow)
program offered by Banco Azteca, a Grupo Salinas company. In addition, we intend to continue to
participate in and expand on initiatives of Grupo Salinas that promote a culture of environmental
responsibility, suchas “Un Nuevo Bosque” (A New Forest). For the third consecutive year, we received
the Socially Responsible Company (ESR) award from the Mexican Center for Philanthropy (CEMEFT)
and are ontrack for Great Place to Work certificationin 2020.

Business Strengths

We believe the following core strengths have enabled us to capitalize on growth opportunities in the Mexican
market and will allow us to execute our business strategy to continue expanding our customer base and consolidate
our market share in the residential and business segments of the Mexican market and capitalize on expected fiber-
optic technology growthin Mexicoof 12%peryear from 2019 through2024:

Extensive network and infrastructure provides us with a superior and value-add platform. We are the only
telecommunications company in Mexico offering direct-to-home internet service and content on a network that
is completely fiber optic. We believe that the size and reach of our fiber optic network positions us well to take
advantage of projected growth in the media and telecommunications markets in Mexico. Our 100% fiber optic
network delivers the fastestinternet speed in Mexico and is designed to seamlessly accommodate new technology.
In the period from 2015 to June 30, 2020, we invested an aggregate of Ps.35,731 million (U.S.$1.5 billion) in
orderto ensure that our infrastructure became and remains one ofthemost advanced in Mexico.

We offer Double-Play and Triple-Play services which include broadband internet access, pay-TV and
fixed telephony services forresidential, business and government customers. In addition, our fiber optic
network is designed to offer greater capacity andreliability and is less dependent on the electrical grid
than traditional technologies. By comparison, the hybrid copper-based and fiber optic networks used by
some of our principal competitors provide inconsistent service offerings, speeds and user experience
results that vary by region.

» Ournetwork also has been designed to be adaptable to future technological developments without
significant additional capital expenditures (such as its ability to provide IPV6 internet protocol or
8K and HDR television content formatting and the ability to keep pace with bandwidth demand as
major content providers launch “over-the-top” video streaming applications requiring higher
bandwidth), which strongly positions us to meet our customers’ evolving demands and to provide
innovative product offerings, a feature that is not available to our competitors that do not have a
completely fiber-optic network.

» Our unique proprietary IPTV system offers 4K linear TV programming along with AnytimeTV,
creatinga non-linear experience forour pay-TV customers. Along with SD and HD, we believe we
offerthe best quality in video and audio available in Mexico.

We believe we will be able to further penetratethe broadband servicesas we continueto expand service
offerings to our existing customers by leveraging our data technology to target customized services to
individual customers. Our advanced fiber optic network, its configuration and equipment allow us to
provide a differentiated customer experience for the consumption of streaming content and other high-
value services thatcan generate increased revenue. We planto continue to build and own our nationwide
network whichallows us to offer the sameservices, speed and experience in every town, city and region
in Mexico in which we operate.

Our principal competitors include Grupo Televisa, Megacable and América Movil which offer hybrd
copper-based and fiber optic networks. Other market competitors, such as Dish, Telefonica (Movistar),
AT&T and Telcel, provide low-speed wireless or internet offerings. Even if our competitors were to
transitionto a full fiber-optic network, it is likely that such an effort would takea significant investment
of time and capital to upgrade their existing networks to fiber-optic technology. With that significant
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lead time, we can continue to enhance our own offerings andretain our technological advantage while
increasing our marketshare by continuing to nurture and enhance the loyalty of our customer base.

High-growth opportunitiesin an underpenetrated and underserved market. We believe we have enormous potential
to increase our subscriber base within our current coverage region. Our market share in each of the broadband
internet, pay-TV and fixed telephony segments has been steadily growing since 2013. Broadband access remains
dominated by DSL (35%) and coaxial cable (38%) technologies, which are unable to deliver the high-capacity
services the market currently demands. There is the potential for 10 million broadband customers to switch to
FTTH technology based on our current homes passed without requiring additional capital expenditures. Our
competitors principally offer less reliable copper-based networks and are still in the process of deploying FTTH
technology over certain segments of their network, which requires an enommous expenditure of capital that we
have already made. Inaddition, Mexico continues to have a relatively low penetrationratein the services we offer
(fixed internet, pay-TV and fixed telephony) as compared to certain other countries in the hemisphere, such as
Argentina, Chile, Canada and the United States, which we believe also provides an opportunity for growth.

We have strong brand positioning and offer high-quality services. We believe the “Totalplay” brand is widely
recognized for network reliability and high-quality customer care. We have a customer net promoter score of
56.5%, reflecting the number of customers who are satisfied with our services and are brand promoters. In our
Totalplay Residential business unit, we have contracts with linear, non-linear and streaming video applications
which allow us to provide the most complete, attractive and best quality offering available in Mexico. Our on-
demand content is updated continuously and we have access to all sports content (except exclusive content held
by Sky). In addition, we have a proprietary mobile app developed in-house which enhances our customer
experience by offeringa seamless connection to the customer’s set-top box and allows customers to watch their
favorite content (linear or video-on-demand) from this mobile app, handle WiFisetup and manage their account
remotely, refer friends and family andplace phonecalls, among other things.

e InbothourTotalplay Residentialand Totalplay Empresarial business units, we believe that the higher
quality of our broadband service, as well as the superior speed of our offerings provide customers
differentiated value that distinguishes us from our competitors. We were ranked#1 in internet speed in
Mexico according to Netflix’s monthly ISP (Internet Service Provider) index from October 2016 until
February 2020 (the last month the index was published), due to the high accessibility and speed of our
network to manage its contents. We offer 500 Mbps of browsing speed for our residential and SMB
services.

e We offer dedicated internet access, LAN-to-LAN and MPLS (multiprotocol label switching) using
SDWAN technology. This enables us to deliver services in less than five days “on-network.” This

solution is integrated with a PMP back-up link in the coverage area.

e  Through Totalplay Empresarial, we provide IPTV solutions for the hospitality industry (hotels and
hospitals) offering:

» Fullyinteractivesolution: We leverage the Totalplay Residential IPTV offering which is customized
forthe hospitality industry and includes best-in-class dedicated internet access. This solution allows
forintegration toa hotel’s PMS (property management system) solution for check-in/check-outand
connectivity with hotel services (restaurants, spa, etc.)

»  “Distributed Video ” solution: We are able toreuse existing coaxial infrastructure for customers that
do not wantto change their existing infrastructure.

e  Our customer base in our Totalplay Residential business unit represents a unique opportunity toup-sel
and cross-sell additional digital and broadband products and services. Our Double-Play and Triple-Play
services, our established “Totalplay” brand, the general trend towards digitalization and our increased
broadband penetration position us to sell additional products and services to current customers. Our
ability to market new and additional products to these customers is enhanced by our access to each
customer’s preferences and consumption behavior that allows us to effectively customize and target
product offerings. Since our targeted customers are generally from higher socioeconomic segments of
the population, they are better candidates for up-selling. Brand promoters also highlight the quality of
ourinternet capabilities, our superior customer service and technical support.
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Superior subscriberlifetimevalue. We have an attractive subscriber lifetime value compared to our competitors.
As of June 30,2020, ouraverage revenue peruser was Ps.615.00 per month compared to Ps.546.00 for [zzi
and Ps.406.00 for Megacable. In addition, as of June 30, 2020 our monthly churn rate was 1.4% (with a
Totalplay Empresarial churn rate of only 0.8%), compared to Megacable’s monthly churnrate of 1.9%. [zz,
which only publishes annualized churn rate information had an annual churnrate 0f18.0% as of December
31,2019 representing an average monthly churn rate of 1.5%. Based on data from our BRM system, our
chumn rate has decreased consistently since 2016, and we expect that we will be able to maintain this trend
given that,accordingto a 2020 KPM G market study we commissioned, our value versus price ratingat 7.9
and our Customer Experience Excellencerating at 8.2 are the highest ratings among our principal competitors
(Izzi,Megacable and Telmex (América Movil)). We maintain our subscribers by providing fast and helpful
IT and customer service. In our Totalplay Residential business unit, our target to install service after the order
is placed by the customer is within 48 hours. We also employ a targeted sales strategy that focuses on the ful
customer life cycle, including customer retention through our excellent customer service. Our Totalplay
Residential customers do not have fixed contract temms, but the average subscription life of our Totalplay
Residential customers is 71 months based on a churn rate of 1.4% as of June 30, 2020. Our Totalplay
Empresarial customers have an average fixed contract term of three years and an average subscription life
of 143 months basedon a churn rate 0f0.7%as ofJune30,2020.

Our financial management is strong and conservative. We have a proven track record of high growth in the
residential and business segments. In the period from 2016 to 2019, revenue in both our Totalplay Residential
and Totalplay Empresarial segments increasedat a compounded annual growth rate of 38%, and the number of
oursubscribers grew at a compounded annual growth rateof 71%and 19%. We believe we will be able to meet
capital expenditure needs to face increased competition and adapt to an evolving regulatory and technological
environment. We have experienced high growth by reinvesting cash flow in expanding our network, resulting in
compounded annual growth rateof 38% from 2016to 2019 and thereduction of total debt to EBITDA ratio over
the sameperiod from23.1xto 3.5x.

Experienced management and committed shareholders. We have a highly experienced managementteamwith deep
industry knowledge. Eachmember of our senior management team has at least 15 years of industry experience.
Our top management is supported by a broad base of experienced second-level managers in each of Totalplay
Residential and Totalplay Empresarial. In addition, our principal shareholder has been extremely committed to
us from the start, with a proven track record of committing to management’s business and growth strategy plans.
This was demonstrated most recently by equity injections in March 2017 through capitalization of a Ps.1,990
million debt owed to theprincipal shareholderanda Ps.5,000 million capital contributionin 2019. In both cases,
the funds were used for refinancing debt, capital expenditures and working capital.

Our Business Strategy

Our long-term business strategy focuses on the continued expansion of our network and increasing our
broadband penetration in the residential and business segments. The key elements of our long-term strategy include:

Maintain, expand and increase focus on network and infrastructure. Our 100% fiber optic network delivers the
fastest internet speed in Mexico and is designed to seamlessly accommodate new technology. We will continue
to make investments in our network and infrastructure and commit resources to maintain our business on the
cutting edge of technological innovation with our foremost goal being to maximize return of capital in the
infrastructure we have already invested in. However, we will continue expanding our network into new markets
while controlling our capital and operating expenditures. Moreover, because of our competitive technological
advantages, we believe we will continue to increase our market share in existing markets, including working to
provide coverage toup to 13 million houscholds. We will work to reach 4 million residential subscribers by 2024,
while growing our portfolio small-medium-and large-business portfolio.

Increase our internet bandwidth penetration and expand our internet bandwidth services. We will continue growing
broadband internet subscribers in both Totalplay Residential and Totalplay Empresarial by emphasizing our
bandwidth capabilities, superior product offering and compelling value offer. We will focus on growing our
existing Totalplay Residential and Totalplay Empresarial subscriber base to reach a higher penetration of our
existingnetwork by addingnew customers, while levera ging cross-selling opportunities to existing ones.

Increase our internet protocol television (IPTV) penetration by offering digital TV and other premium digital TV
services. We seek to grow our IPTV subscriberbase by providing innovative premium digital services with our
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unique home-grown system that creates a linear and non-linear customer experience. We will continue to offer
existingand future television platforms, such as HBOGo, Amazon Prime Video, Netflix and others, in our services

to fully integrate our entertainment center interface.

Maintain focuson customer satisfaction as a key element tothe development and growth of our “Totalplay” brand.
We continuously monitor our customers’ perception of the quality of our services and seek to improve our
customer experience through world-class customer service. We closely monitor key performance indicators to
assess our operational processes, sales and marketing efficiency and the reliability of our infrastructure. To
enhance customer loyalty, we maintain training and development programs for our sales force and call center
personnel.

Maintain focus on individual customers. We recognize thateach individual in any household or business hasa unique
set of needs and preferences. As a result, we will continue to provide a tailored and targeted offering to our
customers in their individual capacities, rather than focusing on household units or businesses in a generalized
manner. Since single households and businesses have varied needs and preferences, we will seek to tailor our
programmingand services to tailor them to each individual customer’s requirements.

Increase focus oninnovative products and services. Ourteam’s innovative drive is a main component in our long-
term business planas we continue improving the user experienceby:

Making new streaming services available on our platform directly from our system, providing a fully
integrated entertainment center interface for our entire customer base;

Continuing to enhance the capabilities and features of our mobile app;

Introducing new products for our residential and business customers to meet future needs, such as cloud-
based services and next generation WiFi, and anticipating new service offerings for our customers,

including through strategic business partnerships, such as our current alliance with Google; and

Making available ad insertion technology and behavioral analytics so advertisers are able to target
customers more effectively.

Increase focus on financial performance and efficiencies. Our strategy includes a focus on financial performance
by controlhng capitaland operating expenditures while growmg ourresidential and business subscriber base by
increasing penetration in our current network and increasing our ARPU and RGU metrics through cross-selling
new and innovative products and services to our existing customers. At the same time, we will create operating
efficiencies across our business units by achieving economies of scale by leveraging our fixed ovethead as we
continue to increase our subscriber base.

Our History

>

In 2004, we were established when Grupo lusacell, one of the largest mobile companies in Mexico,
decided to leverage its base stations in Mexicoto servethe fixed market and began construction of fiber
optic infrastructure within Mexico using state-of-the-art technology.

In 2008, Grupo Tusacell completed its first fiber-to-the-home cluster in two neighborhoods in Mexico
City.

In2010, takingadvantage ofthe infrastructure of our parent company, Grupo [usacell, we began of fering
broadbandinternetservices, pay-TV, video-on-demand and fixed telephony.

In 2011, ourhome-grown IPTV system was completed, and we introduced our fiber optic infrastructure
and broadband internet directly to households, differentiating us from our competitors. We also had a
significant footprint in 1/3 of Mexico City’s high-income areas and had built up our customer base with
majorbusiness customers and government agencies and entities.

In 2014, our network coverage reached a potential market of 1.5 million homes and served 150,000
active subscribers.

In 2015, our operations were spun off from our parent company after the sale of Grupo Iusacell to AT&T
and we remained a wholly-owned Grupo Salinas company.
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» In 2016, ournetwork footprint included 6.5 million homes passedacross 22 cities, with 534,000 active
users in Totalplay Residentialand 35,000 customers in Totalplay Empresarial.

» From2017-2019,ourrevenues grew ata compound annual rate 0f38%.

» 1In 2018, we were selected by Google as its first-ever partner worldwide to use non-linear programming
to deliveraddressable advertising, leveraging our innovative and flexible infrastructure and platforms to
deploy Google’s cutting-edge technology. We also joined the United Nations Global Compact.

> As of June 30, 2020, our network spanned more than 88,000 km. Our Totalplay Residential coverage

passes 10.1 million homes in 52 cities and we had 1.9 million subscribers. Totalplay Empresarial’s
customerbaseincluded 60% of thetop-500 largest enterprises in Mexico.

» On July 16, 2020, we received the distinction of a “Socially Responsible Company” for the thid
consecutive timeand, as a part of Grupo Salinas, received the Social Inclusion Badge forthe first time.
> As of September 30,2020, our network spanned more than 97,500 km. Our Totalplay Residential

coverage included 10.4 million homespassedin 52 cities and we had 2.2 million subscribers representing
a 21.2% penetration rate of our network. In our Totalplay Empresarial business unit, we served more

than 69,800 corporate customers.

The following table shows our historical fiber buildouts (both under Grupo Iusacell and as a standalone
company) from 2010-2020:

10

Under Grupo lusacell i Totalplay ( standalone )

9

8

Home Passed (millions)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Principal Shareholders

As of the date of this Offering Memorandum, Corporaciéon RBS, S.A. de C.V. (“Corporacion RBS”), a
Mexican corporation, 99.99% of thecapital stock of whichis owned by Mr. Ricardo B. Salinas Pliego, owns 97.70%
of ourvotingstockand Banco Azteca, S.A., Institucién de Banca Miltiple, Trust Directionastrustee of Trust F/1205
on behalf of Maria Laura Medina de Salinas, owns 2.30%.

Corporate Structure

We are a corporation (sociedad anonima de capital variable) organized and operating under the laws of
Mexico. Our principal executive office and registered domicile is located at Avenida San Jeronimo number 252,
Colonia La Otra Banda, Postal Code 04519, Alcaldia de Coyoacan, Mexico City, and our telephonenumber is 52-55-
8870-7000. Our website is https://www.totalplay.com.mx/. Information posted on our website does not form part of
this Offering Memorandum.

The following chartshows our general consolidated corporate structure:
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Total Box

TotalBox,S.A.de C.V. (“Total Box”)was incorporated on March4,2014 underthe laws of Mexicoandis
a subsidiary of Total Play. As of the date of this Offering Memorandum, the share capital of Total Box is distributed
as follows: Total Play 99.99%and Tendai, S.A.de C.V.0.01%. Total Box is mainly engaged in the purchase, impott,
export, distribution, installation, leasingand in general, the conductof allkinds ofbusinessand contracting, related to
telecommunications terminal equipment and devices. Total Box purchases terminal equipment for our operations in
our Totalplay Residential business unit and leases the use of the equipment to subscribers. Subscribers payments for
the equipment are deposited in our accounts. Total Box is a purely operational company and does not have its own
employees, receiving personnel services from our a ffiliates.

Total Boxis incorporated as a stock corporation with variable capital (sociedad anonima de capital variable)
limited liability company in accordance with the General Law on Commercial Companies. The administration of Total
Box is entrusted to a Board of Directors. The Directors are elected for one-year periods oruntil the person who replaces
them takes office and may be re-elected. As of the date ofthis Offering Memorandum, the Board of Total Box has no
independentdirectors andis composed in the same manner as, with the sameprincipal directors as, our Board.

TotalBox’s assets aremainly decoders and installation expenses of terminal equipment which are amortized
over five years, the estimated a verage life of each customer. These assets are equivalent to 1 5%and 16% of total fixed

assets, respectively. The liabilities of Total Box are summarized ona consolidated basis with our liabilities.

Our Network and Operating Regions

Asof June 30,2020, we havea network infrastructure of more than 88,000 kilometers of fiber and 552 GPON
(Gigabit Passive Optical Network) OLTsand 981 access nodes. Our fiber-optic network allows us to serve customers
in more than 169 cities in Mexico. We are the only telecommunications company in Mexico offering directto-home
internet service and content on a network that is completely fiber optic, which allows us to offer innovative services
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in the industry. As of June 30, 2020, our investment in our fiber optic network was Ps 10,632 million (U.S.$460
million).

Our wireless network uses next-generation GPON FTTH technology, microwave radio signals, DWDM
transmission equipment, IP routers and switches and other types of infrastructure provided by industry-leading
manufacturers. Our internet platform is based on geographically distributed routers providing highly redundant
connectivity to Tier 1 Internetproviders in the US across multiple, diverse border crossings. The combination of these
components allows us to offernetwork relia bility, which is superior to the network used by other providers. With the
network of lastmile fiber optic, we provide converged data, voice and videoatspeeds up to 500 Mbps. This network
infrastructureenables us to meet the needs of various market segments while pursuing investmentefficiencies.

The following graphic represents an overview of our footprint for the Totalplay Residential and Totalplay
Empresarial business units as of June 30, 2020:

The Totalplay Network
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Optimized for Streaming, Social Networking and Anytime TV Internet: 1.7 Thps
Peering: 1.4 Tbps

Our network provides service to residential and business customers, through multiple and complementary
infrastructure technologies and systems. Homes and businesses are connected to our access nodes using multi-strand
fiber-optic cables, engineered and split for a highly efficient fiber to the x (FTTX) footprint that connects customer
premises equipment to GPON access nodes (OLTs). The OLTs are housed in highly specialized, custom-built cabinets
(Access Nodes) which also include microwave access technology as well as metro Ethernet routers and switches.
Multiple metropolitan fiber rings interconnect the access nodes in a particular neighborhood or city, ultimately
connectingto one ormore core nodes for long-haul connectivity, content caches, access to our telephony and IPTV
infrastructure, and our upstreamInternetproviders in the USA.

Totalplay Residential

As of June 30,2020, in ourresidential business unit, Totalplay Residential, our network reaches 52 cities in
25 Mexican states with 10.1 million homes passed. We have 1.9 million Totalplay Residential subscribers representing
18.5% ofourhomes passed. As of June 30,2020, ournetwork covered 25 cities each with over 100,000 homes passed

(representing 90% of our totalhomes passed) as set forth in the table below:
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As of June 30,2020

Ciudad De Mexico
Guadalajara
Monterrey
Silao

Poza Rica
Ciudad Juarez
Texcoco

Leon

San Francisco Del Rincon
Cuernavaca
Merida
Chihuahua
Puerto Vallarta
Aguascalientes
Hermosillo
Salamanca
Tuxtla

Cancun
Tijuana
Veracruz
Mexicali
Morelia
Culiacan
Pachuca
Torreon

Totalplay Empresarial

As of June 30,2020, Totalplay Empresarial served customers located in more than 169 cities in all 32 states
of Mexicoand served more than 66,100 business customers comprised 0f 63,886 private and publicly-listed companies
and 2,214 federal and state governmenta gencies and entities and including 60% ofthe top-500 largest enterprises in
Mexico. Asof June 30,2020, approximately 43% ofour Totalplay Empresarial revenues came from federal and state
government agencies and entities and approximately 57% of our Totalplay Empresarial revenues came from private
and publicly-listed companies. Within the public sector, 14% of our customers are federal government entities and
86% are state government entities. The graphic set forth below shows the geographical coverage of our Totalplay

Number of Homes Passed
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379,899
356,043
302,541
265,213
257,758
245,374
210,085
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192,993
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Main Products and Services, Programming and Content

We offer our residential customers Double-Play and Triple-Play services including broadband intemet
access, pay-TV and fixed telephony services through our Totalplay Residential business unit. We offer private sector
companiesand public sector entities telecommunication services and I'T solutions thatimprove operation and business
processes, including broadband interneta ccess, Flexnet SDWAN Corporate connectivity, fixed wireless access, cloud
solutions, cybersecurity, managed WiFi services, surveillance and IT solutions through our Totalplay Empresarial
business unit. In addition, Total Box, a subsidiary of Total Play, provides telecommunications terminal equipment and
devices to Totalplay Residential customers.

The following table shows our revenues by type of service and as a percentage of total revenue for the six
months ended June 30,2020 and June 30,2019:

Six Months ended June 30,
2020 2019
(in millions of Ps., except percentages)

Consolidated

Pay television and audio, fixed telephony and intemet access.......... 5,893 66% 4,213 66%
Business-0riented SEIVICES .......uuvvvrurrrrrerereereeeeaaeeeeeaeseeeeeneeneensnnnnnnns 2,756 31% 2,013 31%
94 1% 57 1%

54 1% 53 1%

7 — 20 —

74 1% 59 1%

TOLAL.....ooiiiiiie et e 8,878 100% 6,415 100%

The followingtable shows ourrevenues by segment and as a percentage of total revenue for the six months
ended June 30,2020and June 30,2019:

Six Months ended June 30,
2020 2019
(in millions of Ps., except percentages)

Revenue from services

Totalplay Residential.................uuvuvvuvuiuiuiiiiiiiiiiiiiiiiiiiieeiiieeiiaennnnnnns 6,068 68% 4,349 68%
Totalplay Empresarial® 2,756 31% 2,013 31%
Corporate and other........cccceeevevvveeeen... 54 1% 53 1%
TOtAL.....ooiiiiiiiee e 8,878 100% 6,415 100%

(' Ps.1,564 million and Ps.1,196 million were revenue from private and publicly-listed companies and federal and state govemment
agencies and entities, respectively, as ofJune 30, 2020, compared to Ps.1,320 million and Ps.685 million, respectively, as of June 30,
2019.

Totalplay Residential

Totalplay Residential offers Double-Play and Triple-Play packages that feature high-quality content provided
through a proprietary system that delivers a home entertainment experience that has been a point of reference in the
Mexican and international markets for years. Our Double-Play offering consistsof either fixed telephony and intemet
services or pay-TV and internet services, and our Triple-Play offering consists of fixed telephony, internet and pay-
TV services. At June 30, 2020, approximately 64% of the Totalplay Residential customer base had Triple-Play
packages and approximately 36%had Double-Play packages.

Our Totalplay Residential product portfolio focuses on offering theideal connectivity and entertainment plan,
customized to the specific, individual needs of our target customers. The portfolio of services for our Totalphy

Residential business unit includes linear TV, internet, fixed telephony and our own Totalplay mobile app:

e Linear TV. Our customers have access to 4K set-top boxes that feature a WiFirange extender and a
decoder with HD technology atno additional cost. We offeraccess to more than 300 channels, including
125 HD channels (themostcomplete high-definition offering in Mexico) and four 4K channels (the only
offer of this type in Mexico). We also offer several additional services, such as video-on-demand and
AnytimeTV (which provides more than 100 channels with up to a seven-day deferral),at no additional
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cost. Ourunique home-grown IPTV system allows us to provide4K linear TV programming along with
AnytimeTV, creating a non-linear experience for our customers. Embedded apps, such as HBOGo,
Amazon Prime Video, and Netflix, are available directly from our system, providinga fully integrated
entertainment center interface.

Internet. Totalplay Residential’s internet service differs from the competition in various important
respects, including the following:

» Wehavea direct-to-home FTTH (fiber to the home) network whichmeans that we offer residential
customers a 100% fiber optic network direct-to-home (multi gigabit backbone), which enables usto
offer plans with speedsupto 500 Mbps (and effectively deliver them).

» Our network offers IPV6,4K and 8K services with the same quality in all coverage locations.

» We provide multiple internet connections with Tier One providers in the United States, such as
CenturyLink, TATA and Verizon, to deliverthebest user experience.

» We provide hundreds of content delivery servers (caches) from Netflix, Facebook, Instagram,
YouTubeand Akamai, among others, to ensure a top quality streaming experience for our customers

and efficiently transport content.

» Wehave multiple peering connections to top content providers, such as Amazon, Apple, Microsoft
and Verizon Edgecast, to ensure efficientdirect delivery to our subscribers.

» Wewereranked#1 in internetspeed in Mexico according to Netflix ’s monthly ISP (Internet Service
Provider) index from October 2016 until February 2020 (the la st month the index was published).

» We provide WiFi coverage through internet-repeating video STBs which can be enabled in the 5
GHzband.

» We provide network extension equipmentto extend WiFicoverage to ensureaccess to high-quality
service.
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Applicationcontent. Totalplay Residential has developed its own user-friendly, graphic and intuitive TV
interface that integrates popular apps, such as Netflix, YouTube, FOXplay, Prime Video, HBO Go,
Google, Starz Play, Paramount, Nickelodeon play, MTV play, and others, offering customers the ful
complement of services available on these apps on a single platform. Customers can also subscrbe to
most of these third-party services from the platform and pay for services using our integrated billing
available directly on ourplatform. Additionally, subscribers have access to all of these features on our
10S and Android-compatible mobile app which offers Anytime video-on-demand, and payment and
billing services.
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e Telephony. In addition to traditional service, our Totalplay Residential mobile service customers receive
worldwide coverage as if they were connecting on their land line (Softphone portability).

e Addressable advertising. We havebeen chosen to partner with Google Adsas the world’s leading adopter
of addressable television advertising, allowing Mexican advertisers to target customers using our

advertisementinsertion technology and behavioral analytics to optimize advertising investment.
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In addition to our residential offerings, through Totalplay Residential we also offer a product portfolio for
personal, micro and small businesses that focuses on offering ideal connectivity and productivity services to
entrepreneurs and self-employed customers connecting from home. We have a double-play offering of high-speed
internet (up to 500 Mbps with WiFirange extender) and fixed telephony (including two fixed lines with local and
international calling and Sofiphone capabilities) that also includes productivity services, such as e-invoicing, web page
(hostingand domain), antivirus protection, concierge services, CRM/CRP (Saas) and e-commerce (Saas). This product
also offers additional add-ons for increased productivity (Microsoft365, Bitdefender and Google G Suite), additional
devices (4K set-top box and additional WiFiextenders), pay-TV service or symmetric BB.

Totalplay Empresarial

Totalplay Empresarial offers telecommunications and I'T solutions that solve connectivity requirements to
improve operation and business processes. As of June 30,2020, we had more than 66,100 medium and large corporate
customers comprised 0f 63,886 private and publicly-listed companies and 2,2 14 federal and state government agencies
and entities and including 60% of the top-500 largestenterprises in Mexico. As of June 30,2020, approximately 57%
of our Totalplay Empresarialrevenues came from private and publicly-listed companies and approximately 43 %from
federal and state government agencies and entities. Within the public sector, 14% are federal government a gencies
and entities and 86% are state government agenciesand entities. As of June 30,2020 we had 71,903 accountsand our
market coverage included approximately 3.3 million business establishments (or 61% of thetotal market).

Our Totalplay Empresarial network leverages the extensive fiber optics deployment of our Totalply
Residential business unit. Furthermore, we have metro Ethernet rings for high-capacity broadband connections that
support Totalplay Empresarial’s coverage. Additionally, we have a PMP (point-to-multipoint) microwave network
(on the 2.4GHz unlicensed spectrum band) which includes more than 520 base stations with 1,500 sectors, serving
customers located in more than 169 cities and allowing us to deliver higher bandwidth availability to our business
customers. This network overlays our FTTx (fiber-to-the-x) network and complements our coverage to provide
connectivity in coverage areas where fiber optics is not available. Amongthe solutions we offer business customers
are the following:
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Corporate internet broadband access: High-capacity internet (symmetrical and asymmetrical), [P
telephony, and value-added services (softphone, data backup, email marketing, G-suite, and online
assistance, among others).

Flexnet SDWAN Corporate connectivity: We offer dedicated internet access, LAN-to-LAN (local area
network) and MPLS (multiprotocol label switching) by using SDWAN (software-defined wide area
network) as the underlying technology. This enables us to deliver services in less than five days “on-
network.” This solution is integrated with a PMP (point-to-multipoint) back-up link in the coverage area.
Flexnet also offers a management portal for managing and monitoring business services. We also offer
LAN to cloud services with mainIaaS Cloud Service Providers (AWS, Google, Azure).

Fixed Wireless Access with LTE: Through a partnership with Grupo Elektra’s MVNO “Ouwi” and an
agreement to resell wireless access from the wholesale wireless network sponsored by the Mexican
government (ALTAN), we are able to offer back-up services when needed and/or complement coverage
forspecific customer locations where we cannot provide service using our own infrastructure.

Cloud solutions: Our cloud solutions include G-Suite, virtual servers, fleet management, CloudPBX and
secure web browsing. Cloud solutions allow our customers to save on equipment expenditures while
offering multiple functionalities and/or applications that can be updated rapidly and remotely and
offering secure, highly accessible, privateand competitive cloud-based solutions.

Hospitality Solution: We provide IPTV solutions for the hospitality industry (hotels and hospials)
offering:

» Fullyinteractive solution: We leverage the Totalplay Residential IPTV offering which is customized
forthe hospitality market and include our best in class dedicated internet access. This solution
allows forintegration to hotel’s PMS (property management system) solution for check in/check out
and interactivity with hotel services (restaurants, SPA, etc.)

» “Distributed Video” solution: We canreuse existing coaxial infrastructure for customers thatdo not
want to revamp their existing infrastructure.

Managed WiFiservices: We provide integrated and managed WiFisolutions thatspanthe SMB (smal-
and medium-sized business) segment to large hotels and stadiums. Among our successful projects is our
WiFi project forallthe baseball stadiums of the Liga Mexicana del Pacifico.

Video Surveillance: We offera fullcomplement of options for SMB and large customers. We recently
added thermal video surveillance with analytics to help our customer with office access screening for
COVID-19 infections. More than 30 contracts for such services have been awarded to our company to

date.

Remote Learning Solution: We recently launched the most comprehensive integration of best-in-class
distance learning solutions to address this nascent post COVID-19 market.

Systems Integration Division: This business unit was created in 2019 to offer design, provisioning,
implementation, support, and management for non-standard IT solutions required by govemment and
large customers where the requirements are not fully covered by our standard portfolio. Through this
unit, we propose “a-la-carte” solutions for our customers organized into productunits labelled Smarnt IT
(providing: WiFi, security, collaboration, data center, desktop network services and I T managed service
desks), Smart City (providing video surveillance (now also with thermal imaging and analytics), data
base integration, intelligence unit, cyber police, command Center (C4, C5), 1oT Sensors, and road access
control gates. Our most recent public award is the Mexico City video surveillanceand command center
upgrade valued at more than Ps.1 million) and Smart Branch (providing LAN and WLAN managed
services, data analytics, PoS (point-of-sale), security and monitoring).

Logicaland Cyber Security: Through ouraffiliated company, TotalSec, we offera full complement of
security solutions (including firewalls, endpoint security, DDoS (Distributed Denial of Service), UTM
(Unified Threat Management), video surveillance, Content filtering and DNS (Domain Name Server)
protections), services (including SOC (Security Operation Center) services and ethical hacking) and PCI
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(Payment Card Industry) (including compliance audits and consulting and virtual security services for
oursecure internetservice offering).

e Collaboration: We offer solutions to connect, communicate and collaborate safely and reliably for
organization work teams, including IP telephony, unified communications, video conferences, mobile
desk andvirtual collaboration tools.

o Digital Transformation: We offer big data archiving, IOT, Al, cloud innovation, and robot process
mnovation.

Advertising

We havetheright to insert advertisements, asa revenue source, in spots ranging from 10 seconds to 2 minutes
duringeach hour of programming, on 28 channels of series, movies, sports, children, news, music and documentaries

formarketing within the carrier.

We are the world’s leading adopter ofaddressable advertising, as the first company in the world to enter into
an alliance with Google to use non-linear programming, to allow Mexican advertisers to target customers using our
state-of-the-artad insertiontechnology and behavioral analytics. This means that we can offer our clientsthe insertion
of personalized spots or personalized advertising, segmenting the campaigns by socioeconomic level, geography,
viewer behavior, form of payment, use of applications and demographic information, among other options.

Sales and Marketing
Totalplay Residential

Totalplay Residential uses various means of advertising to develop brand awareness in our Totalplay
Residential business unit, includingthe following:

e  “Above-the-line” marketing to a broad audience, through external paid media, out-of-home advertising,
paid TV spots, radio advertising and print media as well as through our own media and addressable
television spots and our barker channel.

o  “Below-the-line” marketing through movie spots and point-of-purchaseadvertising in stores.

o Digital advertising through “Hero” advertising on YouTube, Facebook, Instagram, Twitter, Tk Tok and
through influencers, “Hub” advertising through Google Search, YouTube, Gmail and Facebook and

“Help” advertising through Google Search, YouTube, Facebook and WhatsApp.
We continuously measure oursales efficiency by reviewing the cost ofacquiring new subscribers.

e  Product and Marketing Strategy: We focus on improving our already-strong brand positioning by
developinga clearidentity and emphasizing customer satisfaction. Our marketing strategy also leverages
the following strengths of our brand:

» Our state-of-the-art internet. We offer a superior experience in internet and video services (linear,
streaming, on demand) in Mexico, includingaccess to the mostpopularapps.

» Our full connectivity, entertainment and communications platform. Our platform integates
exceptional applications, 4K TV and TV e-commerceto provide an outstanding a ll-in-one experience.

» Our seamless connection with our mobile app. Ourmobile app provides a seamless experience with
our set-top box allowing customers to watch their favorite content (linear or video-on-demand) from
this mobile app, handle WiFisetup and manage their account, refer friends and family and placephone

calls through ourapplication.

e Sales Channels: Oursales are carried out through a variety of different portals, including: (i) sales
through 16 national distributors, (ii) direct sales through our sales representatives, residential teams and
micro-business teams, which include 5,223 representatives going door-to-door and 2,064 street “below-
the-line” branding promoters, (iii) retail sales by our 1,736 sales representatives at our 870 points-of-
sale, (iv) telemarketing done by 200 telephone representatives at our Mexico City call center and (v)
digitalsales through our own website or through digital distributor landing pages. Of 30,000 gross adds
perweek,36% are a result of door-to-doorsales,22% are a result of call centersales, 22% are a result
of distributorsales, 1 5%are aresult of point-of-sale retail sales and 5% area result of digitalsales. Our

85



strategy segregates Mexico into seven regions with each regional director having at least 15 years of
experiencein the telecommunications industry. The regions are sub-divided into 79 geographic districts.
Each district has commercial similarities which allows each team to have a deep understanding of local
needs andcreate a commercial strategy to acquire more clients in the district. Our teams are comprised
of localresidents who live in and are familiar with their district and receive comprehensive training and
competitive compensation and incentives. By managing sales on a districtlevel, we are able to improve
operating performance and reduce transfer and waiting times, targeting service installation within 48
hours of the orderbeingplaced by the customer.

Totalplay Empresarial

Marketing Strategy: Our corporate marketing strategy is to become the most recognized and highest-
rated brand in the telecommunications industry in Mexico through customized relationship marketing
and some digital strategies. We carry out relationship marketing at events and seminars to build brand
loyalty and strengthen links with current and prospective customers. We also give our current and future
customers access to unique and personalized premium experiences. Through digital marketing, we seek
to increaseawareness aboutthe Totalplay brand, educate customers and advertisers, and attract potential

clients to our website.

Sales Strategy: Our corporate sales strategy centers on the following key elements: (i) focus on obtaining
the top 5,000 corporate and government entities in Mexico as customers, (ii) provide a broad
telecommunications and IT portfolio, (iii) offer access to the top experts, technology and consultants,
(iv) create strategic alliances with market leaders, (v) emphasize long-term customer relationships and
(vi) offera best-in-class SDWAN Network with Zero Touch Provisioning. We are particularly focused
on re-directing sales and product development efforts toward new digital trends that represent higher
growth, such as cybersecurity, managed networks, cloud and IT services, digital transfomrmation and
system integrationand collaboration services.

Sales Channels: Our sales force is divided into 39 cells. We utilize the cell format to execute sales
effectively as this ensures the best customer care from negotiation oftheinitial contract (pre-sale) to the
actual sale, to delivery of services, billing and, ultimately, retention of our clients. Each commercial
directoris in charge of several cells thatare organized by geographic zone or by sector. We target
strategic companies in the services and hospitality, finance, industrial, retail and education sectors as
well as federal and state governments. We also target medium and small companies in seven regions of
Mexico.

Customer Service and Terms of Contracts

We provide reliable, responsive customer service. Our salesstrategy focuses onthe entire customer life cycle
and our main objective is to ensure that we retain customers by providing the best customer service in the industry.
As of June 30,2020, we hada UPAX Customer Net Promoter Score of 56.5% (falling into the “Great” category) and
benefits according to our promoters included our great customer service. We have established a 24/7 customer service
center staffed by highly trained personnel. To provide faster and more effective service and to make contacting us
easier, we also provide customer service through WhatsApp and Chatbox. We have implemented a comprehensive
training, testing and certification program for all sta ff that directly interacts with customers. We provide post-sales
services through the following teams:

Customer Service, which provides post-sales customer support ranging from general information to
additions and changes resulting from billing inquires and technical support.

Operator Service 24 hours a day, which includes emergency calls and assistance for placing domestic
and international long distance calls.

Advanced Services Center, which is for customers with advanced services that require high a vailability.
Thisis a monitoring center that proactively seeks to maintain optimal service for these customers.

Repair Calls, consisting of service executives that address and manage customers’ reports and provide
on-line technical supportand analysis.

LocalTesting, which analyzes and tests allreports that arenotresolved on-line by repair calls.
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For Totalplay Residential, we have 79 district-level teams consisting of 3,294 squads that carry out field
operations, such as fast initial installation times (our targetto install service after the order is placed by the customer
is within 48 hours), technical support and add-on installation. These field employees are paid a flat salary ra ther than
a per-appointmentsalary, to encourage spending adequate time with each customer to completethejob correctly. Our
field employees receive a bonus fora certain number of positive customer reviews, encouraging good service.
Customers can request assistance from field employeesthrough an Uber-like application which provides a work order
assignation in realtime and typically offers installation and support services in less than two hours. Each customer’s

account profile includes information regarding past customer service calls for easy reference.

Our Totalplay Residential contracts do not have a specific term. Customers are able to cancel their contract
atanytime, although if they cancel within eight months ofinitiation of servicethey are required to pay for their initial
installation costs. Our Totalplay Empresarial contracts have explicit start and end dates and contain penalties for early
cancellations.

Billing and Subscriber Management
Totalplay Residential

Our customers receive invoices through electronic means only — via email, our mobile app or our website—
within the first day followingthe end of thebillingperiod. A payment reminder is sent ten, three, two and one day(s)
before each payment due date. We have a specialized fraud detectionteam as wellas an automatized system process
that reviews invoice payments and flags any invoices thathave not been paid. Forany invoices flagged as unpaid, the
system reaches out to the customer through a telephone call, text message, WhatsApp or Blaster.

The most common payment method for our Totalplay Residential’s customers is to make a payment at
OXXO0, a Mexican convenience store chain, or from homeby creditcard or debit card. In addition, we have developed
a number of payment reception channels to facilitate the reception of payments and make the payment process
convenient for customers. These channels include convenience stores and banks as well as payment from home via
our mobile app or on our website. These channels provide easy and convenient options for customers to select the
most suitable alternative fora prompt payment.

We have implemented preventive collection procedures to encourage timely payment by Totalplay
Residential’s customers, such aspayment reminders and late payment notifications. We also have an automated system
that makes calls to delinquent Totalplay Residential’s customers requesting paymentof overdue invoices.

Once a Totalplay Residential customer goes past the grace period for payment, we commence collection
procedures, including partial or total suspension of services and visits to customers. In parallel, accounts are tumed
overto external collectionagencies 80 days after their due date, to exhaust all possible resourcesto negotiatepayment.
With the goal of retaining the customer whenever possible, throughout the collection process our collections team
provides customers guidance and proposes alternative solutions and payment programs, which may include
reconnectinga customer’s service under a prepayment scheme or a greeing to a payment schedule for the outstanding
balance, orboth.

Totalplay Empresarial

We have proactive billing care processes at our Totalplay Empresarial business unit, which ensures that
customers receiveanaccurateand timely invoice. Every Totalplay Empresarial customer has anassigned biller who
is responsible for providing a high-quality personalized service. The biller is responsible for reviewing billing
requirements and ensuring that the customer receives the correct invoice in a timely manner, and to meet any other
particularneed the customer requires (for example, elaboration of customized serviceand billingreports).

Most of our Totalplay Empresarial customers pay by wire transfer. In addition, we have developed a number
of paymentchannels to facilitate receipt of payments and make the payment process convenient for customers. These
channels include convenience stores, banks, our internet webpage, our mobile app, automatic charges to credit cards
(upon customer approval), automatic debits from checking accounts, and by telephone with customer service or self-
service charged directly to the customer’s credit card. These channels provide easy and fast options for customers to
select the mostsuitable and convenient alternative fora prompt payment.
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Market & Competition
Market

Since the 2013 refomms, the telecommunications industry (excluding theradio broadcasting sector) has grown
ata compounded annualrate 0f8.6%, fora valueof Ps.427billion (U.S.$18.5 billion) attheend of 2019. From 2013-
2019, the industry grew 66.2% for fixed internet, 16.1% for fixed telephony and 29.5% for pay-TV. The penetration
of the telecommunications sector in Mexico has also grown duringthe same period — by 55% for fixed internet, 104%
for fixed telephony and 32.1% for pay-TV since these reforms — and we expect continued robust growth in fixed
services to continue due to the relatively low penetration that persists in Mexico in the services that we offer as
compared to certain other countries in the hemisphere. The followingtable shows recent penetration rates (per each
100 homes) in fixed internet, pay-TV and fixed telephony access in Mexico as compared to certain other countries:

Fixed Internet Pay-TV Fixed Telephony
(o)
MEXICO...vvveveeevereeeieieieeeieeeiseneeeeeeneens 55 58 63
ATZeNntina........ccoeveveeeierereeiriererennns 65 69 68
Canada.......cccoveveeueinineeierceeene 103 81 94
Chile...oeeireeree e 70 58 56
United States........c.covveeeverrnecrerennee 91 103 83

Source: Instituto Federal de Telecomunicaciones Informe Trimestral Estadistico 2019 (Federal Institute of Telecommunications Quarterly
Statistical Report 2019): For Mexico, IFT data provided by operators and updated as of December 2019. For pay-TV, fixed telephony and fixed
internet, includes information from OMDIA consulted in May 2020. For restricted television in Chile, considers data reported by the Subsecretary
of Telecommunications in Chile (SUBTEL) in December 2019.

In addition, despite contraction of 18.7% in Mexico’s GDP duringthe second quarter of 2020 as compared
with the sameperiod a year earlier, the telecommunicationsindustry in Mexico has increased its contribution to GDP
by 0.97 percentage points (3.31% of GDP as of June 30,2020 compared to 2.34% of GDP as of June 30, 2019).
Accordingly, we believe the Mexican market has high growth potential, and we believe we are well-positioned to take
advantage of expected growth in the market and increase our market share by leveraging our extensive and high-
capacity fiber optic network, strong brand recognition and high-quality services and content. Data published by
Bloomberg Market Intelligence estimates that fiber optic technology in Mexico will experiencethe highest growth in
revenues in the period from 2019 to 2024 as compared to other technologies. We believe our technology and
infrastructure give us a significant advantage to exploit this growth opportunity withoutsignificantadditional capital
investment. In addition to our uniquely developed infrastructure, we also have a proven ability to market new or
additional offerings to our current customers, through a data pool that provides us with detailed information on each
customer’s demographics, characteristics, content preferences and consumption behavior, allowing us to quickly and
effectively segmentour customers and offer them the mostrelevant products.

Fixed services include the following:

e Restricted or pay-TV television which, according to the Federal Institute of Telecommunications,
reaches 58% of Mexican homes, with approximately 20 million connections as of December 31,2019.
98% of theapproximately 20 million connections were residential. Restricted television access had been
growingata compounded annual growthrate 0f12.6% from2010to 2018 but accessdecreased by 3.3%
from 2018t0 2019. Despite this decrease in access in the pay-TV market, our market share grew from
2.7%in 2018 t0 4.0% in 2019. In addition, our market share has increased from 0.2% in 2013 to 4.0%
in 2019. Our compound annual growth rate with respect to the number of pay-TV lines we provide is
69% from2013 (37,797 lines)to 2019 (869,767 lines).

e Fixed broadband internet which, accordingto the Federal Institute of Telecommunications, reaches 55%
of Mexican homes, with approximately 19 million connections as of December31,2019 and 84.6% of
the approximately 19 million connectionswere residential. The number of connections increased 5.19%
in 2019.Inthebroadband internet market, our marketshare has increased from0.1%in 2013 to 8.1% in
2019 reflectinga compounded annual growth rate in our number of broadband subscribers of 58.7% over
the sameperiod.
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e Theinternet speed companiescan offeris a function of the sophistication of the technology they have at
their disposal. In Mexico, 35% of offered technology operates through a digital subscriber line (DSL),
39% operates through a modem and only 25% operates through a fiber-optic cable, like ours. Data
published by Bloomberg Market Intelligence estimates that fiber optic revenues in Mexico will
experience the highest growth in the period from 2019 to 2024, growing 12% overall. We believe that
the growth of modem and DSL will continue to decline during this period. Bloomberg Intelligence
estimates that thenumber of broadband subscribers will grow ata compound annual growth rate of 3%
between 2020and 2024. These two projections taken together placeus in a strategic position of growth
within the industry.

e Fixed telephony which, according to the Federal Institute of Telecommunications, reaches 63% of
Mexican homes, with approximately 22 million connections as of December 31, 2019 and 73% of the
approximately 22 million connections were residential. The number of connections increased 5.1% in
2019. Residential fixed telephone lines have increased by a compounded annual rate of 1.27% fiom
2010-2019, while non-residential fixed telephone lines have increased by 0.01% over the same period.
In the fixed telephony market, our market share has increased from 1.0%in 2013to 7.4% in 2019. Our
compound annual growth rate with respect to number of fixed telephone lines we provide is 53.67%
from 2013 (124,0001lines) to 2019 (1,633,000 lines).

Our Market Orientation

The most significant differentiator between us and our competitors is our technology and infrastructure. We
have more than 88,000 kilometers of installed fiber-optic cable (with 552 GPON (Gigabit Passive Optical Network)
OLTs and 981 access nodes). We are the only telecommunications company in Mexico offering direct-to-home
internet service and contenton a network that is completely fiber optic, which allows us to offer faster, more reliable
services to both our Totalplay Residential and Totalplay Empresarial customers. In contrast, the hybrid copper-based
and fiber optic networks used by some of our principal competitors provide inconsistent service offerings, speeds and
user experience results for the different regions and cities in which they operate, unlike our standardized high-quality
offering. Our principal competitors, Grupo Televisa, Megacable and América Movil, offer hybrid copper-based and
fiber optic networks. Other market competitors, such as Sky, Dish, Telefonica (Movistar), AT&T and Telcel, provide
low-speed wireless or internet offerings. Our competitors would need to make large capital investments to transition
to a full fiber-optic network for their subscribers, which would be very challenging in the short term. New entrants
would face substantial technological development difficulties in order to differentiate themselves from the current
competitors.

In addition to our fiber-optic network, every system that we acquire and operate is ranked in the top three of
global research and advisory firm Gartner, Inc.’s “Gartner Magic Quadrant,” (a quadrant comparing vendors’
strengths, weaknesses, vision and performancebased on Gartner, Inc.’s standard criteria and methodology) ensuring
that we maintain technology that is state-of-the-art. We also continuously update our systems to the most current
version to ensure optimal performance, reliability and security. We have created in-house system developments which
are robust, scalable and innovative in terms ofthe processes and technologies they use, which gives us a competitive
advantage against other market players by decreasing our time to market for new processes and technologies. Our
systems also allow us to generate information in real time for quick decision making. Our expectation is that (i)
customers will continueto demand increased bandwidth as a result of changes in customer behaviors dueto COVID-
19,includingan increase in working from home and online education, (ii) television content will continue to evolve
towards higherresolution signals, such as 8K or HDR television content, (iif) major content providers will continue
to launch over-the-top video streamingapplications requiring higher bandwidth and (iv) content viewing habits will
continue to evolve to on-demand, anywhere, anytime, any-screen scenarios. Our network has been designed
specifically to be adaptable to all of these and other future technological developments. We arealso focused on fighting
cord-cutting and competing with direct-to-consumer streaming video services by selling bundles with Netflix and
Amazon Prime Video. In addition to pre-packaged bundle offerings, our customers will be able to design ther own
bundles, which may include faster Internet speed, more TV channels, premium services, home security, fixed
telephony services depending on what each customer’s individual preferences. By adapting to market trends, we are
able to position ourselves more favorably in the marketthan our competitors.

According to a 2020 KPMG market study we commissioned, our value versus price rating at 7.9 and our
Customer Experience Excellencerating at 8.2 are the highestratings among our principal competitors (Izzi, Megacable
and Telmex (América Movil)).
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Totalplay Residential

Our FTTH network reaches 52 cities in 25 Mexican states with 10.1 million homes passed. Since 2015, we
have grown our subscriber base from 295,000 to 1.9 million residential subscribers, capturing a significant market

share in ourcoverage area of 18.5% of ourhomes passed.

The following are someof the key differences between our residential offering and thatof our competitors:

Restricted (Pay) Television. Unlike our competitors, we provide our customers with the 4K set-top boxes
that featurea WiFirange extender and a decoder with HD technology at no additional cost. We offer
over300 channels, including 125 HD channels (the most complete high-definition offering in Mexico)
and 4 4K channels (the only offer ofthis typein Mexico). We also offer several additional services, such
as video-on-demand and AnytimeTV (which provides more than 100 channels with up to a seven-day
deferral), at no additional cost. Ouruniquehome-grown IPTV system allows us to provide 4K linear TV
programming along with AnytimeTV, creating a non-linear experience for our customers. Embedded
apps, such as HBOGo, Amazon Prime Video, and Netflix, are available directly from our system,
providinga fully integrated entertainment center interface.

Broadband Internet. Our internet services are world-class, optimizing our user experience for popular
video streaming services, such as Netflix, YouTube, Amazon Prime Video, Instagram TV and Facebook
Live. We were ranked #1 in internet speed in Mexico according to Netflix’s monthly ISP (Intemet
Service Provider) index from October 201 6 until February 2020 (the last month the index was published).
In addition to being the only telecommunications company in Mexico with a direct-to-home network
(FTTH) that is completely fiber optic, with a multi-gigabit backbone, which allows us to market plans
with speeds of up to 500 Mbps (and effectively deliver them), we also offer IPV6,4K and 8K services
with the same quality in all locations where we provide coverage, provide internet connections with Tier
One providers in the United States, unlike other market participants who combine connections with Tier
One and Tier Two providers and offer direct caches from Netflix, Facebook, Instagram and simiar
companies while our competitors have to download content from those companies’ servers.

Application and Application Content. We have developed an in-house IOS and Android-supported
mobile app toenhance our customer experience by offering a seamless connection to the customer’s set-
top box and allowing customers to watch their favorite content (linear or video-on-demand) from this
mobile app. Customers can also use our mobile app to handle WiFi setup and manage their WiFi
network, manage their account, including the ability to subscribe for additional services and add-ons,
access and pay bills, refer friendsand family and place phone calls. Our entertainment platform gives us
a competitiveadvantage over our competitors who use older market technology that is noteasily adapted
or improved.

Fixed Telephony.Forour voice and data services, we maintain a 100% digital interconnection using IP
protocol, which makes our operation more efficient compared to the analogprotocol that was used for

yearsin the industry and s still used by some competitors.

Equipment. We and our subsidiary, Total Box, have strong relationships with various equipment
suppliers that we have integrated into our network infrastructure, including fiber optics and tenminal
equipment, which also provides us with an advantage in a highly competitive market segment.

In order to maintain and potentially increase our ARPU, we focus onthe following initiatives:

Bundle offers and add-ons with video streaming services, such as Netflix, Amazon, Starzplay and
Disney+.

Focus on upselling efforts to promote current customer’s purchase of more bandwidth and switch from
Double-Playto Triple-Play

Provide additional content (including more and premium channels)
Provide more devices to improve customer’s WiFiexperience

Launch newservices (suchas Safe Home)
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Totalplay Empresarial

Accordingto publicly available information filed with the Mexican Stock Exchange, Totalplay Empresarial
is the fastest growing service provider in Mexico, due to ourability to improve the operations and business processes
of both public sector entities and private sector companies by delivering automatized services with a top
telecommunications/IT portfolio that includes a managed network, cybersecurity, unified communication, cloud
solutions and digital transformation. As of June 30 2020, based on data from our BRM system, our monthly chum
rate was 0.83% (down from 0.93% in 2017).

The followingare someof the key differences between our business offering and thatof our competitors:

o Flexnet SDWAN Corporate connectivity. We offer dedicated Internet access, LAN to LAN (local area
network) and MPLS (multiprotocol label switching) by using SDWAN (software-defined wide area
network) as the underlying technology. This enables us to deliver “on-network” services in less than 5
days. This solution comes integrated with a PMP (point-to-multipoint) back-up link when within the
coverage area. Flexnet also offers a management portal for managing and monitoring of the business
services.

e Hospitality IPTVsolutions. We provide IPTV solutions for the hospitality industry (hotels and hospitalk).
We offer a fully interactive solution that leverages the Residential IPTV offering which is customized
forthe hospitality market and includes ourbest in class dedicated internet access. This solution allows
for integration to hotel’s PMS (property management system) solution for check in/check out and
interactivity with hotel services(restaurants, spa, etc.). We alsohave a “Distributed Video” solution that
allows us to re-purpose existing Coax infrastructure for customers thatdo not want to renew their existing
infrastructure.

o Managed WiFi Services. We provide integrated and managed solutions of WiFi for customers rangng
from smalland medium-sized businesses to large hotels and stadiums. Among our successful projects is
the WiFi project for all the baseball stadiums of the “Liga Mexicana del Pacifico” (Mexican Pacific
League).

e Video Surveillance. We offer a full suite of options for small and medium-sized businesses and large
business customers with next-generation WiFi. We haverecently added thermal video surveillance with
analytics to help our customers with office access screening for COVID-19, with over 30 contracts
awardedto date.

Competition

Ourmain competitors in the pay-TV market segment are Grupo Televisa (including Cablevision, Cablevision
Red, Cablemas and Cablecom (marketed together under the 1zzibrand), Television Internacional, FTTH, and SKY),
Dish-M VS Comunicaciones and Megacable-MCM. Our main competitors in broadband internetare América Movil,
Grupo Televisa and Megacable-MCM. Our main competitors in the fixed telephony market segment are América
Movil, Grupo Televisa (including Cablevision, Cablevision Red, Cablemas and Cablecom, Television Internacional,
FTTH, and Operbes (Bestel)), Megacable-MCM and Axtel.

There are a number of barriers to entry that prevent new players from entering the market. First, there are
already a number of key players that control the overall market share and have been in operation for over 10 years.
New market entrants would face substantial development in order to differentiate themselves from the current
competitors. In addition, the industry is highly capital intensive with constant capital expenditures necessary in order
toupgradethe overallnetwork and product offerings to meet customer demands.

The following tables summarize our positioning within the Mexican telecommunications market as of
December31,2019:
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Restricted Cable Pay-TV
Market Share®
%

50.0
373
12.4
0.2

Source: Instituto Federal de Telecomunicaciones (Federal Institute of Telecommunications), Mexico
() Percentages are out of 8,622,110 subscribers. Satellite TV is excluded. The subscriber base including Satellite TV is 20,23,695 subscribers.

Broadband Internet

Market Share®
%

50.1
243
16.0
8.1
1.6

Source: Instituto Federal de Telecomunicaciones (Federal Institute of Telecommunications), Mexico
() Percentages are out of 19,354,980 subscribers.

Fixed Telephony
Market Share®
%
América MOVil.......cocovvreieernirinnens 532
Grupo Televisa.......cccovreeerrierennnns 23.1
Megacable..........ccooeviereeririereinnnns 11.2
Totalplay ..ooveveeieeeeeeeeeee 7.4
Others®.......coooveeeeeeeeeeeeeeeeeen 5.1

Source: Instituto Federal de Telecomunicaciones (Federal Institute of Telecommunications), Mexico
() Percentages are out of 22,068,003 subscribers.
@ Others include Axtel, Telefonica and Maxcom, among others.

América Movil. América Movil (which acquired Telmex, the former state-owned telecommunications
monopoly) has the largest nationwide infrastructure and the full spectrum of the market (enterprise, govemment,
residential, telecom, IT, OTT). Its revenues come mainly from the residential market. In March 2014, the [FT
determined that the economic interest group composed by América Movil, S A.B. de C.V. and its operative
subsidiaries (including Radiomovil Dipsa, S.A.de C.V., known as Telcel, and Teléfonos de México, S.A.B.de C.V.,
known as Telmex, collectively with their subsidiaries and affiliates, “América Movil”), constitute a preponderant
economic actor, given its market concentration and focuson providing local telephony and internet services. América
Movil does not currently have a license to provide pay-TV services and has a hybrid copper-based and fiber optic
network.

Grupo Televisa. Grupo Televisa, the largest Spanish-language media company in the world, is the majority
ownerof Cablevision, Cablevision Red, Television Internacional, Cablemas, Cablecom, FTTH and Operbes (Bestel).
By leveraging its position in the media sector, as well as its strong capitalization, Grupo Televisa has entered the
telecommunications industry and has quickly become the second most relevant operator in the consumer market.
Grupo Televisa is also themajority owner of SKY, a direct-to-hometelevision company and leader in pay-TV services
in Mexico which offers exclusive sports content. Grupo Televisa offers CATV services, broadband internet and
telephony services through double-play and triple-play packages. In November 2014, Grupo Televisa rebranded its
cable service as: “Izzi Telecom.” Grupo Televisa also currently offers “Blim” service, an OTT platform that competes
with Claro Video and Netflix, and provides mostly domestic content. Grupo Televisa has a partial, complementary
triple-play footprint with Megacable and a hybrid copper-based and fiber optic network.
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Megacable. Megacable provides internet services, pay television and fixed telephony to the residential and
business segments. In addition, it owns Metrocarrier, MCM, Hola and PCTV, providing value-added services that
include managed services, equipment and content. Megacable has a triple-play footprint that is complementary to
Grupo Televisa’s triple-play footprint and a hybrid copper-based and fiber optic network.

Dish-MVS. Dish México operates a pay-TV satellite service in Mexico which was formed by MVS
Comunicaciones in 2018 in partnership with Hispasat to offer a high-speed broadband satellite service through ON
Internet. In 2020, they partnered with Amazon Prime to offer bundled over-the-top media services. Dish is also
workingon fixed internet access offerings through low-speed networks.

Axtel. Axtel offers telephone, broadband internet, and IPTV residential and SMB television services through
FTTH in 10 cities in Mexico as wellas informationtechnology services. In 2018, Axtel partnered with Alestra S. de
R.L.de C.V.to expand its business clients, but Axtelsigned a bindingagreementin each of2018 and 2019 to divest
its fiber-optic business to Megacable (smalland medium business services) and [zzi (residential services).

The following graph shows our internetspeed and the internet speed of our principal competitors as measured
by Netflix’s internetspeed index:
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ARPUs, RGUs and Churn Rates

As of June 30, 2020, our average revenue per user was Ps.615.00 per month compared to that of [zzi’s at
Ps.546.00 and Megacable at Ps.406.00. Our current ARPU is driven by our competitive and innovative offering in
connection with ourreliable and fast network. our monthly churn ratewas 1.4% (with a Totalplay Empresarial chum
rate of only 0.8%), compared to Megacable’s monthly churn rate 0f 1.9%. 1zzi, which only publishes annualized chum
rate informationhad an annual churn rate of 18.0%as of December 31,2019 representing an average monthly chum
rate of 1.5%. We havehad an impressive growth rate as compared to our competitors. From 2017 through June
30,2020, our average growth rate was above 40% as compared to 9.0% for Televisa and 9.2% for Megacable,
respectively.

RGU growth,2017-2020 YoY% change

As of December 31,
2017 2018 2019 As of June 30,2020
Totalphy............... 43.6% 42.8% 35.9% 44.7%
Televisa .......cceu... 3.8% 17.2% 6.8% 8.0%
Megacable ............ 11.9% 11.6% 6.2% 7.0%

Source: Totalplay, Televisa and Megacable IR
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Financial Commitments
The followingis a description of our financial commitments on a consolidated basis as of June30,2020:

e  Ceburesissued through anissuingtrust in the principalamount ofPs.2,500 million (U.S.$ 108 million)
represents 7.7% ofour total liabilities. The principal terms and covenants include: (i) monthly interest at
an annualrate of TIIE+240 basis points fora 5-yearterm; (i) maturity dateon February 11,2025; (iii)
compliance with laws; (iv) compliance with reports and notices to CNBV and BIVA; (v) maintenance
of licenses, authorizations, concessions and permits; and (vi) submission of reports and notices of any
event of default oreventof early repayment (each as defined therein).

¢ Financialleaseagreements in the amountof Ps.3,720 million (U.S.$161 million) represent 114% of our
total liabilities. The principal terms and covenants include: (i) terms that range from 36 to 48 months;
(i) compliance with laws; (iii) compliance with periodical reports of financial information; (iv)
maintenance of licenses, authorizations, concessions and permits; (v) submission of reports and notices
of any litigation, proceedings, including labor conflicts that may have a material adverse effect; (vi)
permit inspections by the lessors; and (vii) payment oftaxes.

e Bank loans in the amount of Ps.1,798 million (U.S.$78 million) with Mexican financial institutions.
Bank loans have an average life of more than 3.5 years and represent 5.5% of our total liabilities. The
principalterms and covenants include: (i) terms that range from 3 to 60 months; (i) annual interest rates
from TIIE+200 basis points to TITE+500 basis points, bearing monthly interest; (iii) compliance with
laws; (iv) compliance with periodical reports of financial information; (v) maintenance of licenses,
authorizations, concessions and permits; (vi) submission of reports and notices of any litigation,
proceedings, including labor conflicts that may have a material adverse effect; (vii) submission of notices

of any, merger, material acquisition or corporaterestructuring; and (viii) paymentof taxes.

e Non-bankloans in the amountof Ps.14,1 14 million (U.S.$61 1 million) with privateentities. 98% of the
non-bank loans mature after 2021 and, collectively, they represent 43.2% of our total liabilities. The
principalterms and covenants include: (i) terms that range from 1 to 84 months; (ii) annual interest rate
from TIIE+325 basis points to TITE+400 basis points, bearing monthly interest; (iii) compliance with
laws; (iv) compliance with periodical reports of financial information; (v) maintenance of licenses,
authorizations, concessions and permits; (vi) submission of reports and notices of any litigation,
proceedings, including labor conflicts that may have a material adverse effect; (vii) submission of notices
of any, merger, material acquisition or corporaterestructuring; and (viii) paymentof taxes.

e Financing Facility Agreement with the Export and Import Bank of China, Shenzhen Branch in the
amountofupto CNY1,050,000,000 (U.S.$149 million) at aninterestrate of 5.5% per annum, to finance
certain goods and services related to the expansion project of +2 M HP that took place during the last
eighteen months ending June 30, 2020. The facility has a 7-year maturity period and 5-year amortization
period and is secured by a guarantee agreement and a securities pledge agreement (contrato de prenda
bursatil) executed by Corporacion RBS.

The sum of the above financial commitments totals Ps.22,016 million (U.S.$954 million), which includes
transaction costs of Ps.1 16 million (U.S.$5 million).

Suppliers

We acquire content from more than 30 networks and major content providers, including: TV Azteca, Televisa
Networks, Disney, ESPN, FOX Networks, HBO, Ole Distribution, AMC Networks, Discovery, Turner, Viacom, CBS,
NFL Networks, Walt Disney Studios, 20th Century Studios, Sony Pictures, Paramount, Warner Bros, Universal
Studios, Videocine, Blim and Starzplay.

We have executed contracts with content providers with terms between 12 and 36 months. Most of them
include rates set in pesos while in others we have foreign exchangerate risk sharing clauses with the content provider.
As of the date ofthis Offering Memorandum, some ofthose contracts havea rateper subscriber, butin other cases we

have amonthly flat fee which allows us to reducethe effective rate per subscriber as the customer base grows.

We also provide our customers seamless access to on-demand content providers by allowing them to access
applications, such as Netflix, Amazon Prime Video, YouTube, Starzplay, HBO, FOX, Noggin, Paramount+ and Bim
TV, in one placeon our platform.
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Our main suppliers include Huawei Technologies de México, S.A. de C.V., Anixter, de México, S.A. de
C.V., SAGEMCOM México, S.A. de C.V., Fox Latin American Channel, Inc., Televisa, S.A.B. de C.V., Fibras
Opticas de México, S.A. de C.V., YOFC International Mexico, S.A. de C.V., Operbes, S.A. de C.V., Wuhan
FiberhomeInternational de Mexico, S.A.de C.V.,Red Comercial Empresarial, S.A. de C.V., Crossopt México, S. de
R.L.deC.V., and MATC Digital, S. deR.L. de C.V., amongothers. If any of our suppliers fail to provide services,
technologies and/or equipment necessary for our operations, and no alternate supplier is available, our ability to make
the necessary deployments in order to havethe penetration and coverage we seek would be adversely a ffected, which
could adversely affectourresults of operations.

Every system that we acquire and operate is ranked in the top three of Gartner, Inc.’s “Gartner Magic
Quadrant” to ensure that we are using state-of-the-art technology. We also update each of our systems to the latest
version to ensure optimal performance, reliability and security.

Technological Awards and Certifications

Ourservices and infrastructure have been ISO/IEC 20000 certified since 2016. Our Security Operation Center
is certified under international standards, such as IS0-27001, ISO-9000 and ISO-20,0000, for personal data protection.
Our Information Security Team has international certificates, such as CEH, CISA, CISM, CRISC, CGEIT, CCNA,
CDPSE, ECSP, ECHI, CHFI, Lead Auditor IS027001 and Lead Auditor ISO20000.

Seasonality

Ouroperations and revenues arenot significantly a ffected by seasonal or cyclical patterns, although there are
periods of lower revenue, including vacation periods (from Good Friday to Easter Sunday, the northern hemisphere
summer months, the second half ofthe months of December and first half of January), official holidays (Independence
Day, Revolution Day, etc.) and E! Buen Fin period. Lower revenues at these times occur because clients are not at
home, are traveling, are saving up funds, have extra expenses, orarewaiting to purchase services at a discounted rate.

Concessions, Licenses and Intellectual Property

We do not possess any material patents and do not believe that patents play a material role in our business.
We do not operate through franchises.

Trademarks

We own 742 registered trademarks thatare registered with the Mexican Institute of Industrial Property. Our
main and bestpositioned trademark, “Totalplay,” protects our brand in the market and is used in the commercia lization
of ourmainservices and products.

In addition to “Totalplay,” we hold the following related and material trademarks as of the date of this
Offering Memorandum:

Trademark Registry Number(! Expiration
TOTALPLAY .ooooooooeoeoeoeeeoeoeoeoeoeeeoeoeeeoe 1145181 February 2,2030
TOTALPLAY EMPRESARIAL ......ccccoeeeeeeeeeennnn. 1825212 June 06,2027
TOTALPLAY NEGOCIO .....ooiiiiiiiieieeeeeeeeeeeeee 1881264 February 26,2028
TOTALZONE.......ooiiiiiiiiiieeee e 1908570 March 21,2028
TOTALSTORE......ootviiiiiiieeee e 1156116 April 15,2030

VIVE LA EXPERIENCIA TOTALPLAY................ 98925 December 7,2026

TOTAL PLAY DONDE SEA .....ccooiiiiiiiiiieeeeeeeeen. 1753132 April 22,2025
ANYTIME TV 1270906 September 21,2021 (under renewal)

(1) Only one registry per trademark is included; however, each trademark has several registrations with respect to different logos and
classes.

Government Licenses and Concessions

Wehold a concession granted by the Mexican government, which had aninitial duration of 30 years and the
renewal of which was confirmed to us by IFT notification on March 20, 2020 (extending the life of the concession
until2055). Our concession allows the installation, operation and exploitation of a public telecommunications network
at a national level and was originally granted on October 16, 1995, with a validity of 30 years, and allowed us to
provide national and international long distance telephony service and to operate in the resale of capacity acquired
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from other telecommunicationsnetworks. Overtime, the concession has beenamended to allowus to providea wider
range of services, as follows: local telephony and data transmission services, including Internetaccess (per a December
19,2005 amendment) and restricted television/audio services (pay-TV) (pera November 6,2009 amendment). As a
result of these modifications and additions, in 2011 our “Triple Play” concept was implemented.

Our concession, as a provider of public telecommunications services, is subject to our compliance with
various generalregulations, as well as to the requirement that we provide our services with registered rates and in a

non-discriminatory manner to a committed coverage area, whether with its own or with rented infrastructure.

Non-Government Licenses

We acquire content from more than 30 networks and major content providers, including: TV Azteca, Televisa
Networks, Disney, ESPN, FOX Networks, HBO, Ole Distribution, AMC Networks, Discovery, Turner, Viacom, CBS,
NFL Networks, Walt Disney Studios, 20th Century Studios, Sony Pictures, Paramount, Warner Bros, Universal
Studios, Videocine, Blim and Starzplay.

We have executed contracts with content providers with terms ranging between 12 to 36 months. Most of
them include rates set in pesos while in others we have foreign exchange rate risk sharing clauses with the content
provider. As of the date of this Offering Memorandum, some of those contracts provide fora rate per subscriber, but
in other cases we pay a flat monthly fee which allows usto reduce the effective rate per subscriber as the customer
base grows.

Total Play has entered into material systems contracts with: (a) Huawei Technologies de México, S.A. de
C.V., (b) Rt4 México, S.A. de C.V., (c) Lightech México, S.A. de C.V., (d) Veriopoint México, S.A. de C.V., (e)
Salesforce COM. INC., (f) Oracle de México, S.A. de C.V., (g) Condor Innovation & Solutions, Rubio Ruzz y
Compaiiia, S.en N.C., (h) Apoyo Remoto de México, S.A.P.Ide C.V., (i) Sixsigma Networks México, S.A.de C.V.
and (j) Cloud Technologies Consulting, S.A.de CV. The principal terms of these contracts include: (i) a term of one
to five years, depending on the type of software, hardware, use of platform and/or distribution of services acquired for
the operational development ofthe company, (ii) variable rentdepending on the purchase orders, services acquired or
the type of licensing and (iii) main terms of the contracts established according to the operations ofthe company and
the needs of telecommunications services.

Insurance Coverage

Our risk insurance policies are issued by our affiliate, Seguros Azteca. They coverrisks associated with our
operations and employees thatare associated with physical or material damage. Our material damages insurance policy
covers terrorism, sabotage, fire, earthquake, volcanic eruption and hydro-meteorologicalrisks to electronic equipment,
machinery, money, assets, securities and content. The total insuredamount is U.S.$370 million. The policies havean
expiration date of April 30,2021, automatically renewed annually.

Our liability insurance policy is issued by Seguros Azteca and covers all types of activities and properties.
The totalinsured amountis U.S.$10 million. The policy has anexpirationdate of April 30,2021 and is automatically
renewed annually.

Our medical expenses insurance policy is issued by BUPA and MetLife and covers major medical expenses
from a minimum amount of U.S.$29,000 to a maximum amount of U.S.$927,000, depending on the employee’s
corporate level. The policy has an expiration date of February 1, 2021, and is automatically renewed annually. Our
life insurancepolicyis issued by Seguros Azteca and covers life insurance for allemployeeswith individual coverage
depending on the employee’s salary level. The total insured amount is 40 months of such employee’s salary. The
policy has anexpirationdate of September 1,2021, and is automatically renewed annually.

Our commercial fleet insurancepolicy is issued by Chubb Seguro and covers property damage and total theft,
with a coverage totaling the commercial value of the car. The policy has an expiration date of April 1,2021, and i
automatically renewed annually. Our liability for third party assets and individual insurance policies provide for
coverage of U.S.$129,000 and U.S.$4,000, respectively. The policies have an expiration date of April 1, 2021,
automatically renewed annually.

In our view, the insured amounts, the limits of liability, the deductibles and the scope of coverage in our
policies are satisfactory and suitable for companies acting in the telecommunications sector. We do not anticipate any
difficulties in renewingany of our insurance policies. However, we cannot guarantee that no losses will be incurred

or thatno claims will be filed against us which go beyondthe typeand scope of the existing insurance coverage.

96



Employees

We hire our personnel directly or through affiliated or third party personnel service companies. As of June
30,2020, Total Play, Gesalm Asesores, S.A.de C.V., Gesalm Consultores, S.A. de C.V and Gesalm Servicios, S.A.
de C.V. had over 16,407 full-time employees (including outsourced personnel), and less than 1% are members of
unionsunder collective bargaining a greements. These agreements are reviewed annually with respectto salaries, and
every two years with respect to benefits, including rankings for productivity, individual and group variable
compensation, bonuses, bonuses forresults, holidays and vacation bonuses, and training and development. Our labor
relations are good.

Our employees work in the followingareas:
o Commercial: 41%;
e Operational: 31%;
e Administrative: 16%;
e Contact Center: 8%;and
e Engineering: 4%.
ESG

In 2018, together with allthe Grupo Salinas companies, we joined the United Nations Global Compact, the
largest globalinitiative promoting corporate sustainability through the implementation of 10 principlesthat encourage
respect for human rights, the establishment of decent working practices, the protection of the environment and the
rejection of corruption.

Environmental Policies

We confirm our commitmentto the environment with ournew corporate LEED (Leadership in Energy and
Environment Design) Certification, a green building rating that measures the efficientuse of energy, water, materials
and waste management.

We also participate each year in initiatives of Grupo Salinas that promote a culture of environmental
responsibility and that benefit our families and the environment as a whole, such as “Un Nuevo Bosque” (A New
Forest), the national reforestation day, which in 2019 resulted in the planting of more than 7 million trees in 32 cities
in Mexico, with the participation of more than 120,000 volunteers and “Limpiemos México” (Let’s Clean Mexico)
which brings awareness to the community about garbage problems by invitingindividuals to takeaction in the largest
sanitation movement in Mexico. Last time it was organized, it brought together more than 5 million volunteers to
collect and separate morethan25,000 tons of garbage throughout the country.

Social Policies

For the third consecutive year, we received the Socially Responsible Company (ESR) award from the
Mexican Center for Philanthropy (CEMEFI) andare ontrack for Great Place to Work certificationin 2020.

With a staff of 16,407 employees, diversified by gender, age and origin, we are constantly seekingto offer
better working conditionsand technical training to our employees. Inaddition, we offer courses on financial education
(through the “Aprende y Crece” (Learn and Grow) program offered by Banco Azteca, a Grupo Salinas company),
implementation of the volunteer program and other topics of general interest for the personal and professional
development ofallemployees.

As part of our volunteering program, during 20 18 we visited several assistance and charity institutions, such
as: Ayuday Solidaridad con las Nifias de la Calle I A.P and Casa Hogar “Isabel La Catdlica” Hermanitas de los
Ancianos Desamparados.

Legal and Administrative Proceedings

In the ordinary course of business, we are involved in various legal proceedings. While the results of any
such proceedings cannot be predicted with certainty, we do not believe there are any pending or threatened actions,
suits or proceedings a gainst or affectingus which, if determined adversely to us, would in our view, individually or
in the aggregate, materially affectour business, financial condition orresults of operations.
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Tax Proceedings

We may be involved in legal trials or lawsuits during the ordinary course of business (such as litigations,
arbitrations and administrative proceedings relating to our business, including, without limitation, regulatory
compliance matters, contractual disputes, labor lawsuits and clients’ lawsuits, among other matters). Except as
otherwise specified, management considers that none of these matters will have an adverse material effect on our
business or financial situation.

We are involved in one material pending tax claim, as described below:

On December3,2015,the Mexican Tax Administration Service (Servicio de Administracion Tributaria, or
the “SAT”) issued Notification No. 900-04-05-2015-52432 in connection with a tax claim in the amount of Ps.646
million (U.S.$28 million) corresponding to income tax purportedly due for the 2011 tax year, plus inflation-
restatement, surcharges and penalties. The SAT (i) noted that we had not proved that certain commissions and
advances from commercializing telecommunications services were strictly indispensable and (ii) rejected the
deduction for tax purposes of travel expenses, administrative services, and uncollectable receivables related to a
reorganization.

On January 19,2016, we appealed the SAT’s assessmentto the Administration of Large Taxpayer Disputes
and, during April and May 2016, we provided additional evidence in support of our position. On June 16,2016, the
appealwasresolved, the tax was imposed and on August 19,2016 we filed a claim of nullity, which was admitted on
September6,2017by the Federal Courtof Tax and Administrative Justice.

On November 28,2017, we filed a direct amparo trial thatis pending resolution from the Mexican tax
authorities. The resolution received from the amparo trial will nullify the Federal Court of Tax and Administrative
Justice’s ruling.

Ina courthearingheld on February 7,2020, thejudges ofthe Sixth Collegiate Court decided to withdraw the
sentencing, and remit the claim to the Second Chamber of the Supreme Court of Justice of the Nation, since the
Ministry of Finance and Public Credit asked the Supreme Court of Justice to the Nation to assert jurisdiction when
appraising that the matter is important and of general impact and interpretation. Currently, the appeal is pending
determination as to whether the matter is asserted in the terms so requested.

The amount in dispute, plus inflation-restatement, surcharges and penalties, calculated at September 3, 2020
is Ps.822 million (U.S.$36 million). This amountis guaranteed through the administrative attachment (embargo
administrativo) of specific segments of our fiber-optic network.

Environmental Matters

We are subject to a variety of laws and regulations relating to land use, environmental protection and health
and safety in connection with our ownership ofreal property and other operations. We believe we substantially comply
with the applicable requirements of such laws and regulations and follow standardized procedures to manage
environmental risks andno claims have been made against us in respect of environmental matters. Given our activities
and our current property, plant and equipment, we believe that there are no environmental factors likely to have a
significant impact on the use of our current property, plant and equipment, other than as disclosed herein in “Risk
Factors—Risks Related to Our Business—OQur operations are subject to the generalrisks of litigation.”
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REGULATION

We are incorporated as a private Mexican corporation with variable capital (sociedad anonima de capital
variable),asare our principal subsidiaries. Together with our Mexican subsidiaries we are subjectto the Commercial
Companies Law (Ley General de Sociedades Mercantiles), the Mexican Commercial Code (Codigo de Comercio) and
otherapplicable laws of Mexico.

The Commercial Companies Law governs the incorporation, business activities, corporate govemance and
dissolution of Mexican companies. It also regulates the payment of dividends, profit distribution, reserve funds,
shareholders’ rights and obliga tions, shareholders’ meetings, disclosure requirements and establishes sanctions in case
of infringements.

In addition, as a corporation primarily engaged in telecommunications, we are subject to an army of
telecommunications, consumer, data privacy and other regulatory requirements under Mexican laws, including a
comprehensive statutory and regulatory regime that governs our activities and those of our subsidiaries.

We operate a telecommunications network under a concession, and our telecommunications services are
characterized by the Mexican constitution as a public service of public interest. The Mexican government has the

constitutional obligation to secure access to telecommunications services, including specifically, broadband internet.

Our concession allows the installation, operation and exploitation of a nationwide public communications
network. Such concession was originally granted for international and national long-distance telephone service on
October 16,1995, fora 30-yeartermuntil2025 and which renewal was notified by IFT to us on March 20,2020 for
an equalterm until2055. The concession (originally granted under our formername, [usatel, S.A. de C.V.) has been
supplemented to grant us a broader scope of services, including local telephony service, data transmission, resell of
acquired capacity in other networks, access to the Internet and services of restricted or pay television.

Some of these legal and regulatory requirements are described below.
Applicable Telecommunications Regulations

The legal framework for the regulation of the telecommunications and radiobroadcasting industries in
Mexico is comprised of amendments to the Mexican Constitution, enacted in June 2013, the LFTR, enacted in July
2014, and the Federal Economic Competition Law (Ley Federal de Competencia Economica,the “LFCE”), enacted
in May 2014. The LFTR and the LFCE, which amended the Mexican Constitution, were intended to modernize the
legal framework oftheindustry and grant the IFT broad regulatory surveillance and enforcementauthority in both the
telecommunications and radio broadcasting sectors.

The IFT is an autonomous public entity governed by a plenary body comprised of seven commissioners.
Each commissioner is proposed by the president of Mexico andratified by the Senate, from a short list of candidates
previously assessed by an evaluation committee. The IFT is the highest authority in the industry, has ample regulatory
authority on policy, anti-trust, administrative and operating matters in the sector, and is boundto exercise its powers
to encourage competition and efficiency within the industry.

The statutory powers of the IFT include authority with respect to concessions, authorizations and pemits
(including granting, assigning, terminating, requisitioning, extending, enforcing, exercise rights, or revoking
concessions, authorizations and permits). The IFT has broad policy-making and surveillance authority with respect to
alltechnical matters related to a public telecommunications network (red publica de telecomunicaciones, the “PTN”),
the exploitation of PTNs, broadcasting and telecommunication services, theradioelectric spectrum (including sa tellite
communications), and also has authority to regulate access to active and passive infrastructure and other essential
resources.

The Ministry of Communications and Transport (Secretaria de Comunicaciones y Transportes) alo has
authority to determine certain aspects of public policy relating to these sectors.

Concessions

Pursuant tothe LFTR, anoperator ofa PTN must operate pursuant to a concession which may only be granted
to Mexicanindividuals or entities,and may only be assigned with priorauthorization ofthe IFT. Underthe LFIR, a
new type of concession deriving from the 2013-2014 telecommunications reform, called a “single concession”
(concesionunica), thatenables the concessionaire to provide any sort of public telecom or broadcastservicesmay be
granted, in addition, as the case maybe, to concessions to exploit the radioelectric spectrum or orbital resources. The
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concessionapproach adopted by the LFTR eases the administrative burden posed by prior regulation, which required
forthe specific authorization of each telecommunication service to be provided. Each concessionis granted for a tenm
of up to 30 years (except for concessions to exploit the radioelectric spectrum or orbital resources, which are granted
for a term of up to 20 years), and any concession may be extended for an equal term. The concessionaires of PTNs
are statutorily obligated to maintain an opennetwork architecture that allows interconnection and interoperability.

A concessionaire may encumber the assets ofan operating PTN to secure obligations, however, foreclosure
on said collateral would be subject to approval by the IFT, as no potential purchaser may acquire rights in a PTN
concession without such prior approval. See “Risk Factors—Risks Related to the Mexican Telecommunications
Industry—Under Mexican Law, Our Concessions could be Seized or Suspended.”

The IFT also has authority to grant authorizations to, inter alia: establish and operate a telecommunication
services reseller; install, operate or exploit ground stations for satellite signals; and install and operate cross-border
telecommunications and satellite systems. An authorized reseller is entitled to access wholesale services offered by
concessionaries and commercialize its own services or resell the telecommunications services acquired from thid
parties. Said authorizations are granted for a term of up to 10 years and may be extended for an additional 10-year
term.

Assignment

Any transferof a concession must be previously approved by the IFT. The IFT may approve a transfer if it
is to be completed after the third anniversary of theconcession, the nationality of the assignee (or thatof their direct
and indirect affiliates) does not violate therestrictions of foreign ownership set forth in the Foreign Investments Law
(Ley de Inversion Extranjera) in the case of radio broadcasting, and the assigneeagrees to accept all the terms of the
relevantconcession.

Termination

In accordance with the LFTR, a concession may be terminated upon the occurrence of any of the following
events:

e expiration ofits term;

e resignation bythe concessionaire;

e dissolution or bankruptcy ofthe concessionaire;

e rescue of radioelectric spectrum or orbital resources; or

e revocationby the IFT in any of the following events (specified in Article 303 of the LFTR) occurs and
is continuing:

I. failure to exercise the rights of the concession within the term established in the relevant
concession;

II. performanceany actions in contravention ofapplicable law that affectthe rights of other
concessionaires;

II. failure to comply with the obligations or conditions established in the concessiontitle, when it
is expressly set forththatnon-compliance is a cause ofrevocation;

Iv. refusalto interconnect other concessionaires, partially or totally disruptingor hindering
interconnection traffic, without justifiable cause;

V. failure to comply with the obligation to retransmit television signals of restricted networks,
free of charge and ona non-discriminatory basis;

VL. refusalto retransmit broadcast content as required by the LFTR;

VII. change in the nationality of the concessionaire or initiating any action to request protection

from a foreign government;

VIII.  assignment, lease, ortransfer of the concession orauthorization, the rights thereunder, orthe
assets usedto exploit the concession orauthorization in violation of applicable law;
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IX. failure to pay the Mexican Federal Treasury any amounts due as fees owed to the Mexican

government,

X. failure to comply with the basic obligations that were offered for the grantingof the
concession;

XI. failure to provide the guarantees or assurances established by the IFT;

XII. change in the location of the broadcast station without prior authorization from [FT;

XIII.  change in the assigned bandwidth frequencies without authorization from IFT;

XIV.  suspension, in whole orin part, of telecommunication services in more than 50% ofthe
covered area, without justification and withoutauthorization from the IFT for more than24

hours orup to three calendar days in the case of broadcasting;
XV. failure to comply with finalresolutions issued by the IFT with respect to antitrust matters;
XVI.  inthecaseofa dominantorpreponderant economic actor, benefitting directly or indirectly

from the freeretransmissionrule of television signals through other operators, as wellasany
concessionaire allowing such benefit;

XVII. failure to comply with resolutions or determinations of IFT regarding theaccounting,
functional or structural separation;

XVIII. failure to comply with the resolutions or determinations of IFT regarding the local network
unbundling, divestiture of assets, rights or necessary equipment, or asymmetric regulation;

XIX.  useoftheconcession grantedby IFT for purposes other than those requested, or profit from
actions prohibited for the relevant type of concession; or

XX. pursuantto any other provisionset forth underapplicable law.

The IFT will immediately revoke the concessions and authorization for violations of sections I, I11, 1V, VII,
VIII, X, XII, XIII, XVI, and XX above. In other cases, [IFT may revoke the concession or authorization if it had
previously sanctioned therespectiveholderat least twice arising from any of the grounds provided in these sections,
except in the case provided in section IX.

Temporary Requisition (requisa)

The Mexican government has the power to temporarily requisition and seize the assets used under a
concessionin the eventof a natural disaster; war; significant disturbance to the public order; imminent threats to the
national security, to theinternal peace or the national economy; or to secure the continuity of the public service. Except
in the case of war, the Mexican government must indemnify the concessionaire foralllosses and damages (including
loss profits) caused during the requisition. See “Risk Factors—Risks Related to the Mexican Telecommunications
Industry—Under Mexican Law, Our Concessions could be Seized or Suspended.”

Rates for Telecommunications Services

Concessionaires have the right to determinetheir rates, and such rates (and any adjustments thereto) mustbe
registered with the Public Registry of Concessions (Registro Publico de Concesiones) maintained by the IFT before
becomingeffective.

If a concessionaire does not accept the interconnection tariffs or other conditions offered by another
concessionaire, the affected party may initiate a procedure before the IFT to review such tariffs and conditions, and
the IFT will have the authority to issue a resolution determining the final tariffs and conditions.

If a concessionaire refuses to enter into interconnection negotiations with other concessionaires, the [FT will
determine the form, termsand conditionsunder which such interconnection shall take place, regardless of the sanctions
that may beapplied underapplicable law.

Tax Laws

Since January 1, 2010, the Special Tax on Production and Services Law (Ley del Impuesto Especial sobre
Producciony Servicios) increased the tax rate applicable to telecommunications servicesto 3%, with the exception of
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interconnection services of PTNs, internet services, public telephone services, and reformed rural telephony services,
which are exempt from such tax.

Determination of Preponderant E conomic Actors

The IFT may determine at any time that there are preponderant economic actors (agentes economicos
preponderantes) in the telecommunications and broadcasting sectors. The LFTR characterizes a preponderant
economic actor or any person engaged in the provision of broadcasting or telecommunications services who, in
accordance with the information available forthe IFT, directly or indirectly, owns more than 50% ofthe subscribers,
users, audience, tra ffic on theirnetworks, or capacity used onsuchnetworks, measured on a national basis. In March
2014, the IFT determined that the economic interest group composed by América Movil, S.A.B. de C.V. and its
operative subsidiaries (including Radiomoévil Dipsa, S.A.de C.V., known as Telcel, and Teléfonos de México, S.AB.
de C.V., known as Telmex, collectively with their subsidiaries and affiliates, “América Movil’), constitute a
preponderant economic actor.

Specific Regulation

Any preponderant economic actors are subject to the specific regulation determined by the IFT with respect
to rates, information, quality ofservice, commercial offers, use of infrastructure by other concessionaires, exclusivity,
and divestiture of assets, among others. The IFT must verify (either directly or through an external auditor) the
compliance of any specific regulation by the preponderant economic actors on a quarterly basis, and sanction any
breachto suchspecific rules with such periodicity.

The IFT continuously monitors competition in the industry, andif the IFT determines that there is effective
competition in a market where there was a preponderant economic actor, the specific regulation would cease to apply.
Similarly, if the IFT determines that an entity no longer meets the characteristics of preponderant economic actor,
such entity shallbe deemed to nolongerbe a preponderanteconomic actor and the specific regulation would cease to
be applicable. Any preponderant economic actor has the right to submit to the IFT an action plan to cease to be
considered a preponderant economic actor.

Consolidation without Notice

If there is a preponderant economic actor in the market (and other conditions are met), any transaction
entailing a consolidation of any concessionaires (other than the preponderant economic actor) may be carried out

without priornoticeto the [FT.
Interconnection Rates

Pursuant tothe LFTR, América M 6vil cannot charge interconnectionratesto other carriers. Notwithstanding
the foregoing, the Supreme Court declared that suchrestrictions are unconstitutional with respect to mobile services,
in August 2017; and, in April 2018, with respect to fixed services. Consequently, the IFT determined that beginning
onJanuary 1,2018 formobile services, and, onJanuary 1,2019, for fixed services, the relevant operators of América
Movilmay charge other carriers the interconnection rates set forth in the applicable specific regulationissued by the
IFT.

Service providers that are not preponderant economic actor may freely negotiate among themselves the
applicable interconnection rates and, if no agreement is reached, therates shall be determined by the IFT in accordance

with the costing methodology determined by the IFT.
Must Carry and Must Offer

The LFTR provides“must carry” and “must offer” rules pursuant to which television broadcasters must offer
their signals (free of any charge) to the pay television service providers; and pay television service providers must
transmit suchsignal free of charge to their subscribers. These obligations alsoapply to DTH (direct-to-home) service
providers.

Competitive Neutrality

Public entities are allowed to obtain titles or concessions for commercial purposes. In that regard, the LFTR
provides that any state-owned service providers shall act as if they were private enterprises and shall not distort the
market taking advantage of their status as public entities.
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Sanctions

The IFT has the power to impose sanctions for violations of the LFTR and the LFCE in the
telecommunications and broadcasting sectors. Under the LFCE, the IFT may apply, among others, the following
sanctions: (i) fines of up to 8% of the accrued income in Mexico of the sanctioned operator (in the event of relative
monopolistic practices — abuse of marketpower or vertical practices); up to 10% ofthe accrued income in Mexico of
the sanctioned operator (in the case of absolute monopolistic practices — collusion or horizontal practices), and, in the
event of recurrence, for up to twice of the amount ofthe original sanction; (ii) fines on individuals who participated
in monopolistic practices; and (iii) prohibitions on individuals who participated in monopolistic practices,
disqualifying them to serve as directors or business managers. These and other sanctions may apply on economic
competition grounds, regardless of criminal responsibility that applies in somecases.

Underthe LFTR, in additionto revocation that is applicable in the above-mentioned situations, the IFT may
impose finesfora number of causes related to non-compliance with applicable law and with theterms and conditions
set forth in the concession titles.

Other

In additionto the above, the LFTR and/orregulations related thereto contain provisions in connection with
the following matters:

e climinationof'tolls fornationallong-distance calls (effective as of January 1,2015);

e opening the mobile telephone market to new service providers, through the Mobile Virtual Network
Operator (Operador Movil Virtual) figure;

e foreign investment ofupto 100% in telecommunications, and ofup to 49% in broadcasting activities (in
the latter case, under reciprocity rules);

e accesstoadvertisingin an equitable and non-discriminatory basis;

e rights of users that are disabled individuals to access telecommunications services;
e rights to audiences;

e cooperationrules with security and law enforcement agencies; and

e emergencynumber9-1-1.
Red Compartida (Shared Network) Project

In addition to the foregoing, and with the aim of providing near-universal access to telecommunication
services, the 2013 Constitutional reform provided forthe Red Compartida Project.

This project is intended to enable access to themost advanced4G-LTE technologies to at least 92.2% of the
country by 2024, currently prepared to offer 5G technology, and ensuring these services in areas where traditional
operators either presently donot reach, or where providing to theseareas, is not profitable. Through a Public-Private
Partnership (“PPP”) with Altan Redes, S.A.P.I. de C.V. (“Altan”), the Mexican government provides the radio
spectrum and the use of the developed backbone network is provided by the CFE. Under this project, Altan offers
access to its network on a wholesale basis.

On November 20,2017, we entered into an Interconnection Services Framework Agreement (Convenio
Marco de Prestacion de Servicios de Interconexion) with Altan, which has been amended from time to time, in order
to interconnect our fixed and mobile telephone local service networks with Altan’s fixed and mobile telephone local
service networks. This agreement sets forth the main temms and conditions of such interconnection between us and
Altan, includingthe applicable prices andrates, and it was registered on January 11,2018 before the Public Registry
of Concessions of the IFT undernumber23158.

Additionally, on April 30,2019, we entered into a Telecommunications Services Framework Agreement
(Contrato Marco de Prestacionde Servicios de Telecomunicaciones) with the PPP, which was registered on June 3,
2019 before the Public Registry of Concessions ofthe IFT under number 03 5000. The main purpose ofthis agreement
is to outline the services that we may receive from the PPP, primarily Intemet Hogar SIM Altan, which consists of the
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delivery of wireless connectivity in certain locations providing internet access for residential purposes via the Red
Compartida Project and through the rendering of the service directly by us to the finaluser.

Consumer Protection Laws

Our commercial activities in Mexico are subject to the Consumer Protection Law (Ley Federal de Proteccion
al Consumidor), which regulates consumer sales and transactions in Mexico and are subject to supervision by the
Consumer Protection Bureau (Procuraduria Federal del Consumidor) (PROFECO), an administrative agency
responsible for promoting and protecting therights and interests of consumers.

Privacy Regulations

The Federal Law for Protection of Personal Information in Possession of Private Parties (Ley Federal de
Proteccionde Datos Personales en Posesionde los Particulares) sets forth the rules that must be observed by private
parties when obtaining, managing, transferring and using personal information of their clients with the objective to
protect theprivacy and prevent the misuse of personal and sensitive information.

Securities Regulation Applicable to us

We have participated in the issuance of certain stock exchange certificates, and while such securities are
outstanding, we will be subjectto: (i) the Mexican Securities Market Law; and (ii) the regulationsissued by the CNBV.

The Mexican Securities Market Law regulates, among other things: (i) public offerings; (ii) registration
requirements; (iii) private placement exemptions; (iv) markettrading; (v) tender offers; (vi) disclosure requirements;
(vii) periodic reporting obligations; (viii) corporate governance of public companies; (ix ) intermediaries, authorities’
and other securities market participants; and (x) applicable duties of care and loyalty for directors of public companies.

The CNBYV oversees and regulates the public offering and trading of securities and participants in the
Mexican securities market, and imposes sanctions for theillegaluse of insider information and other violations of the
Mexican Securities Market Law. The CNBYV, through its staff and a board of governors comprised of thirteen
members, regulates and supervises the Mexican securities market, the Mexican stock exchanges (i.e., Bolsa Mexicana
de Valores, S.A.B.de C.V. and Bolsa Institucional de Valores, S.A.de C.V.)as well as brokerage firms.

As part of the regulations issued by the CNBV, we are subjectto:

e The General Regulation Applicable to Securities Issuers and Other Securities Market
Participants (Disposiciones de caracter general aplicables a las emisoras de valoresy a
otros participantes del mercado de valores), which further regulates: (i) the registration
and maintenance of securities with the RNV maintained by the CNBV; (ii) public offerings;
and (iil) disclosure requirements, among others.

e The General Regulation Applicable to Entities and Issuers Supervised by the CNBV that
Contract External Audit Services (Disposiciones de cardcter general aplicables a las
entidades y emisoras supervisadas por la CNBV que contraten servicios de auditoria
externade estados financierosbdasicos), which sets forth: (i) the requirementsthat extemal
independent auditors and must comply with; (i) the norms and standards applicable to
external audit work; (iii) the content of the external audit reports and other communications
and opinions, prepared external independent auditors; and (iv) the rules regarding hiring,
substitution, monitoring and evaluation of external audit work, among others.
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MANAGEMENT

Directors

Our board of directors (the “Board”) is comprised of three members and one alternate member who are
elected to a one-year term at theannual ordinary meeting of shareholders oruntil the person who replaces them takes
office. Eachmember may bere-elected withoutterm limits. Currently, thereareno independent directors. The address
of each director is c/o Total Play, Av. San Jerénimo 252, Colonia La Otra Banda, Postal Code 04519, Alcaldia de

Coyoacan, Mexico City, Mexico.

The following table sets forth the names of the current directors, their ages as of June 30, 2020, and their
positions andyear of appointment:

Name Age Position Director Since
Ricardo B. Salinas Pliego®................. 64 Chairman 2003
Pedro Padilla Longoria..........cccoeveueeee. 54 Member 2003
Jorge Mendoza Garza.........ccccoeveueuenee. 68 Member 2010
Benjamin F. Salinas Sada®................ 36 Alternate Member 2010

(1) Mr. Salinas Sada is Mr. Salinas Pliego’s son.

The following provides biographical informationaboutthedirectors of Total Play.

Ricardo B. Salinas Pliego. Mr. Salinas Pliego has been Chairman ofthe board of directors of Total Play since
2003, Chairman ofthe Board of Directors of TV Azteca since 1993 and Chairman ofthe Board of Grupo Elektra since
1993. Mr. Salinas Pliego also serves ontheboard of directors of several other Mexican companies. Mr. Salinas Pliego
received a degree in accounting from the Instituto Tecnologico de Estudios Superiores de Monterrey anda Master of
Finance degree from the Freeman School of Business at Tulane Universityin 1979.In 2015, Mr. Salinas Pliego was
distinguished as Doctor Honoris Causaby the Universidad Autonomade Guadalajara.

Pedro Padilla Longoria. Mr. Padilla has served as a member of the board of directors of Total Play since
2003, director of TV Azteca since 1993 and was the Chief Executive Officer of Grupo Elektra between 1993 and
2000. Mr. Padilla served as Chief Executive Officer of TV Azteca from October 2001 to July 2004, and since
July 2004 has been Chief Executive Officer of Grupo Salinas. Mr. Padilla also serves on the board of directors of
Grupo Elektra and Banco Azteca. Mr. Padilla received a law degree from the Universidad Nacional Auténoma de
Mexico.

Jorge Mendoza Garza. Mr. Mendoza has served as a member of the board of directors of Total Play since
2010.Mr. Mendoza has servedas Vice President of Information and Public Affairs at Grupo Salinas since 1994. Mr.
Mendoza received a law degree from the Universidad Autonoma de Nuevo Leon and a Master of Public
Administration from the Institut International d’Administration Publique, INAP, France. Mr. Mendoza also received

a PhDin Constitutional Law and Public Institutions from the University of Paris I1, La Sorbone France.

Benjamin Francisco Salinas Sada. Mr. Salinas Sada has served as director of Total Play since 2010. Mr.
Salinas Sada hasservedas TV Azteca’s Chief Executive Officersince 2015, and previously worked for more thana
decade in industries, such as media, media production, marketing of goods, services and energy. Mr. Salinas Sadahas
been a member of the Strategic Executive Committee of Grupo Salinas duringthe last five years, and has a bachelor
degree in Financial Management from the Instituto Tecnologico y de Estudios Superiores de Monterrey.

Corporate Governance
Board of Directors and Executive Committee Practices

We are managed by a board of directors comprised ofthree members and theirrespectivealternates. Our by-
laws require our board of directors to comply with the following: (i) to notify the president and the secretary of the
boardof any conflict of interestsand to abstain from the discussion relating to the conflict matter; (ii) to use the assets
and services of the company only for the fulfillment of its purpose and to define clear policies related to the use of
those assets and services for personal purposes; (iii) to maintain confidentiality of all information that can affectthe
business operations as well as all discussions that take place at the Board; (iv) the members and their respective
alternates must keep themselves informed about the matters discussed at the Board meetings; and (v) to suppott the
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Board of Directors’ decisions based on the analysis of our performance, professional criteria and by qualified
independentpersonnel.

Decisions by the board of directors will be valid when taken by the majority of its members present at
scheduled meetings. In thecase of a tie, the President has a tie-breaking vote.

Oversight of managementand the conduct and performance of our business is the responsibility of the Board
of Directors along with the Executive Committee of Total Play. The Executive Committee is comprised of members
of the Board of Directors and executive officers, suchasthe Chief Executive Officer, the ChiefFinancial Officer and
the Chief Technology Officer. Also, the head of Internal Audit of Grupo Salinas, the Director of Finance and
Administration of Grupo Salinas and the Chief Financial Officer of Grupo Salinas participate on such committee.
Meetings of the Executive Committee are held at least once a month in orderto review and discuss matters, such as
the capital structure of Total Play, management and assessment of risks of our business and products, personnel and
management compensation, internal and external audits, investments and capital expenditures, changes in technology
and related party transactions.

Executive Officers

The following table sets forth the names of our current executive officers, their ages as of June 30, 2020,
their current positions and the year of appointmentas an executive officer.

Executive
Officer

Name Age Position Since
Eduardo Kuri Romo 50 Chief Executive Officer 2008
Alejandro Enrique Rodriguez Sanchez 43 Chief Financial Officer 2011
José Luis Rodriguez Lopez 47 Chief Technology Officer 2012
Eduardo Ruiz Vega 49 Chief Legal Officer and Secretary of the Board of 2015

Directors (non-member)

Mario Ramoén Fernandez Loperena 49 Chief Commercial Officer Totalplay Residential 2020
Héctor Nava Cortinas 48 Chief Commercial Officer Totalplay Empresarial 2019
Oscar David Rojo Cervera 47 General Manager of the Integration Business 2018
Emilio Salas Fernandez 36 Chief Marketing Officer Totalplay Residential 2019
Karmen Valencia Cruickshank 46 Chief Marketing Officer Totalplay Empresarial 2016
Luis Octavio Sanchez Silva 41 Chief of Human Resources 2010

Eduardo Kuri Romo. Mr. Kurihas served as Chief Executive Officer of Total Play since 201 1. Mr. Kuriako
served as Chief Technology Officer and Chief Information Officer of Tusacell and TV Azteca for nine years
respectively. Mr. Kurihas a bachelor’s degree in electrical engineering from La Salle University as well as executive
business program from the IPADE.

Alejandro Enrigue Rodriguez Sanchez. Mr. Rodriguez has served as Chief Financial Officer of Total Play
since 2011. Mr. Rodriguez has also served as head of treasury, income and finance teams at Grupo Salinas. Mr.
Rodriguez also has a trading and securities background including at ABN AMRO. Mr. Rodriguez has a bachelor’s
degree in business administration from the Universidad Iberoamericana and received a master in business

administration from the Hult International Business School.

José Luis Rodriguez Lopez. Mr. Rodriguez has served as Chief Technology Officer of Total Play since 2012.
Before joining Total Play, Mr. Rodriguez served for sixteen years in executive roles across Grupo Salinas business
units and carrier networks. Mr. Rodriguezreceived a bachelor’s degree in electrical engineering from the Universidad

Nacional Auténoma de Mexico (UNAM) andreceived a master in electrical engineering from Stanford University.
Eduardo Ruiz Vega. Mr. Ruiz Vega has served as Chief Legal Officer of Total Play since 2015 and as a

Secretary of the Board of Directors (non-member) of Total Play since 2019. Mr. Ruiz serves. Mr. Ruizreceived a lhw
degree from the Universidad Nacional Auténoma de Mexico (UNAM) as well as an LLM from the New York

University School of Law.

Mario Ramon Fernandez Loperena. Mr. Fernandez has served as Chief Commercial Officer of Totalplay
Residential since April, 2020. Mr. Fernandez has significant experience with respect to commercial management in
the consumer goods and services sector. Mr. Fernandez has a bachelor’s degree in electrical engineering from
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Universidad La Salle (ULSA) and a master in business administration from Instituto Tecnoldgico de Montemey
(ITESM).

Hector Nava Cortinas. Mr. Nava has served as Chief Commercial Officer of Totalplay Empresarial since
2015. Before joining Total Play, Mr. Nava served as executive and purchasing management in Alcatel-Lucent. Mr.
Navahasabachelor’s degreein electrical engineering and Communications from Instituto Tecnologico de Montemrey
(ITESM)andreceived a master in business administration degree from the University of Phoenix.

Oscar David Rojo Cervera. Mr.Rojo has served as General Manager of Integration Business of Total Play
since 2018. Before joining Total Play, Mr. Rojoserved as General Manager of Sonda Mexico fornearly three years.
Mr. Rojo has a bachelor in industrial engineering from Universidad Iberoamericana, and received a master in Business
Administration and a certified course in Finance and Administration from Instituto Tecnolégico de Montemey
(ITESM) and completed a Business Top Management Program from the IPADE.

Emilio Salas Fernandez. Mr. Salas has served as a Chief Marketing Officer of Totalplay Residential since
2019.Mr. Salashasalso served formore than 10 years as a freelancer in advertising campaigns and marketing. Mr.
Salas has a bachelor’s degree in political science from the Universidad Iberoamericana, a master in Administrative

Law from the Universidad Panamericana, as well as a certified course in Communication and Public Opinion from
the Universidad Nacional Auténoma de Mexico (UNAM).

Karmen Valencia Cruickshank.Ms. Valencia has served as a Chief Marketing Officer of Totalplay
Empresarial since2016. Ms. Valencia has also served in advertising campaigns, product developmentand marketing
in principal companies as Liverpool, Linio and Palacio de Hierro. Ms. Valencia has a bachelor’s degree in
communications science from Instituto Tecnoldgico de Monterrey (ITESM)and a master in Marketingand Fa shion
from Fashion Institute of Technology ofthe State University on New York.

Luis Octavio Sanchez Silva. Mr. Sdnchezhas served as Chief of Human Resources of Total Play since 2010.
Mr. Sdnchez has extensive experience in human resources and payroll teams in principal companies of other industries
in Mexico. Mr. Sdnchez hasa bachelor’s degree on Public Accounting from Instituto Tecnolégico Auténomo de
México (ITAM)and a certified course on Management Skills from ITAM.

Compensation of Directors and Officers

Ourtotal compensation for approximately 175 executive officers, key personnel and senior management was
approximately Ps.338.3 million (U.S.$14.6 million) forthe yearended December31,2019.

Our executive officers are entitled to receive annual base salaries and performance bonuses. The amount of
the performance bonus and therules applicable vary among the different business units and/or executive officers. The
amounts payable under the performance bonus plan depends on the results achieved by the Company and include
certain qualitative and/or quantitative objectives thatrelate torevenue and/or EBITDA, budgets, market share, among
others. The target bonus is set at approximately two times theannual base salary.

Additionally,as of June 30,2020, we have granted bonuses for approximately 75 management members in
recognition overten years forachieving the performance results to date. Thesebonuses are payable overa three-year
period from 2020 t02022.

Members of theboard of directors do notreceive compensation for their service as members of the board of
directors.
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PRINCIPAL SHAREHOLDERS

Principal Shareholders

The followingtable sets forth certain information concerning beneficial ownership of the common shares of
Total Play (“Common Shares™) as of June 30, 2020 with respect to each shareholder known by Total Play to
beneficially own more than 5% of the outstanding Common Shares.

Number of Common
Shareholder Shares beneficially owned Percentage

Ricardo B. Salinas PHEZOM.......cvoovieeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 20,641,742 97.7%

(1) All the Common Shares owned by Mr. Salinas are held by Corporacion RBS. 99.99% of the capital stock of Corporacion RBS is
owned by Mr. Salinas.

Ricardo B. Salinas Pliego, currently has the power to determine the outcome of substantially all actions
requiring shareholderapproval, including the power to elect a majority of our directors and to determine whether or

not dividends willbe paid.
Capital Stock

The capital stock of Total Playis variable and, as of June 30,2020 theauthorized capital stock, amounted to

Ps.2,379 million (U.S.$103 million). There is one class of Common Shares with fulland equal voting rights and no-
par value. As of June 30, 2020, there were 21,126,222 Common Shares authorized and 464,947 Common Shares

outstanding.

The followingtable sets forth,as of June30, 2020 certain information with respectto the capital stock:

Number of Shares Capital Stock®™
Fixed Variable Free
Series Amount Amount Subscription Fixed Variable
Common Shares ............cccccvveeerivnnnnnnn. 88,815 21,037,407 N/A 10,000 2,368,664

(1) Amountsin thousands of pesos.

Dividends

The declaration, amount and payment of dividends of Total Play are determined by majority vote of the
holders of Common Shares and generally, but not necessarily, on the recommendation of the Board. Dividends are
declared in the first four months of the yearbased on audited financial statements for the preceding fiscal year. The
amount of any such dividend would depend on, among other things, the operating results, financial condition and
capital requirements and general business conditions.

Under Total Play’s bylaws and the Mexican General Corporate Law, the net income of the company is
applied as follows:

At the annual ordinary general meeting of shareholders, the Board submits the financial statements for the
previous fiscal year, together with thereport thereon by the Board, to the shareholders of Common Shares for approval
Once the financial statements have beenapproved by the holders, they determine the allocation of net income for the
preceding year. They are required by law to allocate at least 5% of such net income to a legal reserve, which is not
available fordistributionexcept asa stock dividend, until the amount ofthe legalreserve equals 20% ofthehistorical
capitalstock (beforetheeffect ofrestatement). Thereafter, theholders of Common Shares may determine and a llocate
a certain percentage ofnetincometo any general or specialreserve, including a reserve for open-market purchases of
the shares. AsofJune 30,2020, the legalreserve was Ps.183 million (U.S.$8 million).
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RELATED PARTY TRANSACTIONS

Historically, Total Play has engaged, and expects to continue to engage, in a variety of transactions with its
affiliates, including entities owned or controlled by Mr. Ricardo B. Salinas Pliego, our controlling shareholder. Whike
we do not have any formal corporate governance procedures or policies that we are required to follow to ensure that
transactions with affiliates areentered into on terms thatare atleast as favorable to us as those that would be obtainable
at the time for a comparable transaction or series of similar transactions in arm’s-length dealings with an unrelted
third person, we do undertake a transfer pricing analysis in accordance with Mexican tax regulations to help ensure
that theprice paid in any suchtransactionis fairto us and ouraffiliated counterparty.

Agreements with Grupo Elektra

TotalPlay has entered into several contracts with indefinite duration with Grupo Elektra for the provision of
voice, data, connectivity, monitoring and management of last mile equipment (broadband connection), cotporate
Internet, networks, fixed telephony and rental of dedicated links. The rates charged depend on the destination of the
callor the link capacity.

Total Play has also entered into a series of agreements with Grupo Elektra pursuant to which Total Play
provides telecommunication services to Grupo Elektra; in turn, Grupo Elektra offers Total Play payment receipt
services forthe services that Total Play provides toits customers, and provides administrative services and occasional
short-term loans.

Forthese services, Total Play recorded the following transactions for the aforementioned items, for the years
ended December31,2019,2018 and 2017, and for the six months ended June 30,2020 and2019:

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2019 2018 2017
(U.S.$)® (Ps.) (U.S.9) (Ps.) (U.S.$)® (Ps.)
(in millions)
(unaudited)
Revenues from services 10 241 9 205 15 348 15 2
Cost and expenses................ (€)) (24) ) (23) ?) (35) (33) (41)
Interest eXpense. .................. — — 1 (31) 1 (31 1) (10
Purchase of fixed assets — — — () — ?2) ) 3)
Unearned T€VENUE..........cevvneivneirnerinnnnnns — 3 — 3 — 1 336 300

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”

Agreements with TV Azteca

TotalPlay and TV Azteca, S.A.B. de C.V. (“TV Azteca”)have entered into a greements, through which the
parties provideto each other telecommunication services, advertising, administrative, technical, financial analysis, air
taxiservices, accounting, legal and financial assistance, and administration and preparation of specific plans for
development, commercial, industrial or technical business and support services of the operation of each of the parties,
aswell as otherservices related to the corporate purpose of each ofthe parties, against payment of consideration.
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Pursuant to these agreements, Total Play recorded the following transactions for these services for the years
ended December31,2019,2018 and 2017, and for the six months ended June 30,2020 and2019.

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2019 2018 2017
U.S.$)Y (Ps.) (U.S.9) (Ps.) (U.S.9)® (Ps.)
(in millions)
(unaudited)
Revenues from services .................... 1 17 1 19 2 38 71 14
Cost and expenses............ 3) (80) 3) (64) 6) (150) (132) (149)
Purchase of fixed assets .... — 8) 1) (15) ) (32) (15) 6)
Unearned revenue ............c..ueeeevennnne. — 7 — 2 — 3 — —

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”

Agreements with Boff

Total Play and Procesos Boff, S. de R.L. de C.V. have entered into agreements, through which the parties
provide to each other telecommunication services, and administrative services of the operation of each of the parties,
aswell as otherservicesrelated to the corporate purposeof each ofthe parties, against payment of consideration.

Pursuant to these agreements, Total Play recorded the following transactions for these services forthe years
ended December31,2019,2018 and 2017, and for the six months ended June 30,2020 and2019.

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2019 2018 2017
(U.S.9)® (Ps.) (U.S.9) (Ps.) (U.S.9)" (Ps.)
(in millions)
(unaudited)
Revenues from services .................... — — — 1 — 2 2 —
Cost and eXpenses..............eeeeevvvnennn. 5) (118) 4) (104) 9) (210) ?2) (78)

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”

Agreements with Totalsec

Total Play and Totalsec, S.A. de C.V. have entered into agreements, through which the parties provide to
each other telecommunication services and administrative services of the operation ofeach of the parties, as well as
otherservices relatedto the corporate purpose of each of the parties, a gainstpaymentof consideration.

Pursuant to these agreements, Total Play recorded the following transactions for these services for the years
ended December31,2019,2018 and 2017, and for the six months ended June 30,2020 and2019.
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Six Months Ended June 30, Year Ended December 31,

2020 2020 2019 2019 2019 2019 2018 2017
(U.S.9)® (Ps.) (U.S.9) (Ps.) (U.S.$)® (Ps.) (Ps.) (Ps.)
(in millions)
(unaudited)

Revenues from services .................... — — — — — — 2
Cost and expenses 3) (72) (1) 24) ) (52) 17) (15)
Interest expense............... — ?2) — ©) — 8) 1) —
Purchase of fixed assets .................... 2) (55) ) (42) ) (127) (112) 23)

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”

Agreements with AIA

Total Play and Arrendadora Internacional Azteca, S.A. de C.V. (“4I4”) have entered into agreements,
pursuantto which AIA provided us financing, factoring and leasing services.

On December 28, 2018, Total Play entered into a credit facility with AIA in the amount of up to Ps.93.7
million (U.S.$4 million) at a TITE plus 550 basis points per annum variable ordinary interest to finance our working
capital. The availability of funds under the credit agreement is discretionary on behalf of the lender and the facility
has a two-year maturity and amortization period. In addition, on thesame date, Total Play entered into another credit
facility with AIA in the amount of up to Ps.55 million (U.S.$2 million) at a TIIE plus 550 basis points per annum
variable ordinary interest to finance our working capital. The availability of funds under the credit agreement is
discretionary on behalfof thelenderand thefacility has a two-year maturity and amortization period.

As of June 30, 2020, there were financings and borrowings between Total Play and AIA of approximately
Ps.149 million (U.S.$6 million) outstanding regarding the two facilities mentioned above.

Pursuant to these agreements, Total Play recorded the following transactions for these services for the years
ended December31,2019,2018 and 2017, and forthe six months ended June 30,2020 and2019.

Six Months Ended June 30, Year Ended December 31,
2020 2020 2019 2019 2019 2019 2018 2017
(U.S.$)" (Ps.) (U.S.9) (Ps.) (U.S.$)® (Ps.) (Ps.) (Ps.)
(in millions)
(unaudited)

Revenues from services .................... — — 1 — —
Cost and expenses............ — ) — ?2) — —
Interest expense............... — ©9) 1) (18) ?2) (48) 29) (36)
Purchase of fixed assets (€9 (17) — — — 1) — (278)

(1) Solely for the convenience ofthereader, peso amounts for the six-month period ended June 30,2020 and for the year ended December
31,2019 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate published on June 30,2020 of Ps.23.0893
per U.S.$1.00. See “Exchange Rates and Currency.”

Total Play also engages in less significant transactions with other companies of Grupo Salinas that include
insurance from Seguros Azteca and banking services, such as bank accounts with Banco Azteca. From timeto time,
Total Play’s parent company, Corporacion RBSprovidescollateral in the form of sharespledgesfor certain financing
agreements. As consideration of suchcollateral, Total Play pays Corporacion RBS between2.00% and 2.25% of the
amount collateralized.
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DESCRIPTION OF PRINCIPAL EXISTING INDEBTEDNESS

As of June 30,2020, financings total Ps.22,0 16 million (U.S.$954 million), which includes transaction costs
0of Ps.116 million (U.S.$5 million). These financings are peso denominated except for the Export and Import Bank of
China Financing Facility Agreementanda loan from QH Productos Estructurados, S.A.P.I. de C.V. which due to the
amount is included under Other Credit Facilities below. Except for the administrative attachment (embargo
administrativo) of specific segments of our fiber-optic network related to the tax claim by the SAT and the irrevocable
conveyance of Accounts Receivable Collection Rights by Total Play and Total Box tothe Master Trust, our assets are
unencumbered as of thedate of this offering. See “The Total Play Group—Tax Proceedings.”

As of June 30, 2020, Total Play’s indebtedness was to fund our expansion of the network, acquisition of
subscribers, purchase of equipment and working capital. Such loans and debt facilities were obtained from a wide
array of financial institutions, including foreign and domestic banks, non-bank banks (sociedades financieras de objeto
multiple or “SOFOMs”) and Cebures issued through the Mexican stock exchange as follows:

On May 25,2017, Total Play, together with Total Box, transferred to the Master Trust all of theirrespective
collection rights to present and future a ccounts receivable related to contracts and services rendered to their respective
customers in the ordinary course of their business. The Master Trust serves as a collection vehicle for the cash flows
of Total Play and Total Box. Within the Master Trust certain collection rights and their related cash flows are
specifically earmarked to meet debt service obligations of Total Play under several credit facilities outstanding that
are supported by the Master Trust.

The amountrequired to pay debtserviceunder each credit facility fora specified period oftime (which ranges
between 1-2 months depending on the terms of the particular credit facility ) must remain in the Master Trust and all
excess amounts flow to Total Play and Total Box. Theindebtedness related to this Master Trust is reflected in certain
credit facilities below. For reference purposes, during the month of September 2020, Ps.530 million of cash flowed
through the Master Trust in connection with the Credit Facilities, representing 35% of Total Play’s total monthly
collections for such month (such 35%beinga pro formacalculation taking into account the issuance of the Notes and
repayment ofa portionof Total Play’s secured debt).

The main covenants of the facilities described in this section include, generally: (i) compliance with laws;
(i) compliance with periodical reports of financial information; (iii) maintenance of licenses, authorizations,
concessions and permits; (iv) submission of reports and notices of any litiga tion, insolvency and other proceedings,
includinglabor conflicts that may have a material adverse effect; (v) submission of notices of any, merger, material
acquisition or corporate restructuring; (vi) payment of taxes; (vii) inspection rights; (viii) maintenance of financial
covenants; and (ix) capital reduction. Such facilities also include, generally, events of default, suchas, nonpayment,
misrepresentation, breaches of covenants, cross-default,among others, and standard representations and warranties.

Credit Facilities related to the Master Trust

Each credit facility described below includes as part of its structure an irrevocable administration trust that
received a private trust certificate issued in its favor by the Master Trust. The private trust certificate entitles the
irrevocable administration trust and, consequently, the respective lender, as first place beneficiary under such trust, to
receive collections pursuant to the private trust certificate and the Master Trust. The underlying assets of the private
certificate are comprised of a specific portfolio of the present and future unencumbered collection rights related to
accounts receivables. Creditors under each of these facilities have a preferred claim against the Master Trust with
respect to such portfolio. The main purpose of this structure is for the irrevocable administration trust to serve as a
paymentmechanism to service the debt under the credit a greement.

ICEL Universidad Credit Facility

On September 11, 2019, Total Play entered into a credit agreement with ICEL Universidad, S.C. The
agreementwas amended on January 6,2020 and on June 4, 2020 in order to extend the maturity date andto set up a
fixed interest rate. This credit agreement is in the amount of up to Ps.2,537 million (U.S.$110 million)ata 10% per
annum fixed interest rate, payable on a monthly basis, to finance our working capital. The availability of fundsunder
this credit agreement is discretionary on behalf of the lender and the facility has an eight-year maturity and ful
amortization at maturity. As of June 30,2020, the full amount of the facility was outstanding under this credit
agreement.
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Postulando Ideas Credit Facility

On December20,2019, Total Play entered into a credit a greement with Postulando Ideas, S.A.de C.V. The
agreementwas amendedon May 18,2020 in order to extend thematurity date andto set upa fixed interest rate. This
credit agreement is in the amount of up to Ps.889 million (U.S.$39 million) ata 10% per annum fixed interest rate,
payable on a monthly basis, to finance our working capital. The availability of funds under this credit agreement is
discretionary on behalf of the lender and the facility has an eight-year maturity and fullamortization at maturity. As
of June 30,2020, the fullamount of the facility was outstanding under this credit agreement.

DesarrolloJNG Coyoacan Credit Facility

On December20,2019, Total Play entered intoa credit agreement with Desarrollo JING Coyoacan, S.A. de
C.V. The agreement was amended on May 18,2020 in orderto extend thematurity date andto set up a fixed interest
rate. This credit agreement is in the amount of up to Ps.714 million (U.S.$31 million) at a 10% per annum fixed
interest rate, payable on a monthly basis, to finance our working capital. The availability of funds under this credit
agreementis discretionary onbehalf ofthe lender and the facility has an eight-year maturity and amortization period.
As of June 30,2020, the fullamount of the facility was outstanding under this credit agreement.

Capiprom Credit Facilities

On April 8, 2020, Total Play obtained a loan from Capiprom, S.A.P.I de C.V. that was structured through the
issuance ofa private trust certificate under the Master Trust and in favor of Afianzadora CBL Fiducia,S.A.de C.V.,
astrustee of the trust F-452. The amount ofthe loan is of up to Ps.1,560 million (U.S.$68 million) at a TIIE plus 375
basis points per annum variable ordinary interest with a four-year maturity and amortization period. The funds
obtained were used to finance general working capitalexpenses. As of June 30,2020, the fullamount of the facility
was outstandingunder this credit facility.

Export andImport Bank of China Financing Facility Agreement

On June 29, 2020, Total Play entered into a credit agreement with the Export and Import Bank of China,
Shenzhen Branch up to CNY1,050,000,000 (U.S.$149 million) at a 5.5% per annum fixed interest rate, to finance
certain goods and services related to the expansion project of+2 M HP thattook place during thela st eighteen months
endingJune 30,2020. Theavailability of fundsunder the credit a greementis discretionary on behalf ofthe lender and
the facility has a seven-year maturity period and five-year amortization period. This agreement was executed by
Corporacion RBS, as joint obligor, and is secured by a securities pledge agreement (contrato de prenda bursatil)
granted by Corporacion RBS over Grupo Elektra shares. As of June 30, 2020, the full borrowing capacity was
available.

FGS Bridge Credit Facilities

On June 27,2019, Total Play obtained a loan from FGS Bridge, S.A. de C.V., SOFOM, E.N.R. that was
structured through the issuance of a private trust certificate under the Master Trust and in favor of trust F/1123 of
which Banco Azteca acts as trustee. The amount of the loan is of up to Ps.2,278 million (U.S.$99 million) ata TIIE
plus 655 basis points per annum variable ordinary interest with a six-year maturity and three-year amortization period.
The funds obtained were used to finance general working capital expenses. As of June 30,2020, there were borrowings
of approximately Ps.928 million (U.S.$40 million) outstanding under this credit facility.

On June 19, 2020, Total Play obtained a revolving loan from FGS Bridge, S.A. de C.V., SOFOM, E.N.R.
that was structured through theissuance ofa private trust certificate under the Master Trust and in favor oftrust F/1123
of which Banco Azteca acts as trustee. Theamount oftheloan is of up to Ps.1,200 million (U.S.$52 million) ata TIIE
plus 325 basis points per annum variable ordinary interest with a four-year maturity and amortization period. The
funds obtained were used to finance general working capital expenses. As of June 30, 2020, the full amount of the
facility was outstanding under this revolving credit facility.

Banco del Bajio Credit Facility

On July 19,2019, Total Play entered into a credit facility with Banco del Bajio, S.A., Institucién de Banca
Multiple in the amount of up to Ps.1,000 million (U.S.$43 million) ata TIIE plus 225 basis points per annum, variable
ordinary interest, notified by the lender prior to the only drawdown under this facility, to finance our working capital
and the expansion of our operations. The availability of funds is discretionary on behalf of the lender and the facility
has a five-year maturity and amortization period. The credit facility is secured by a securities pledge a greement
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(contrato de prenda bursatil) granted by Corporacion RBS over Grupo Elektra shares. As of June 30,2020, there were
borrowings of approximately Ps.973 million (U.S.$42 million) outstanding under this credit facility.

Other Credit Facilities

Total Play has other credit facilities, the principal amount of which are eachless than U.S.$30 million. As of
June 30,2020, Ps.13,215 million (U.S.$572 million) was outstanding under these credit facilities, of which the
aggregate outstandingamountof Ps.3,533 million (U.S.$ 153 million) will be paid with the proceeds of this offering
See “Use of Proceeds.”

Leases

Asof June 30,2020, we had an aggregate amount of Ps.3,720 million (U.S.$161 million) of outstanding lease
liabilities.

The terms of such leases range from 36 to 48 months; the covenants include (i) compliance with laws; (ii)
compliance with periodical reports of financial information; (iii) maintenance oflicenses, authorizations, concessions
and permits; (iv) submission of reports and notices of any litigation, proceedings, including labor conflicts that may
have a material adverse effect; (v) permit inspections by the lessors; and (vi) payment oftaxes; and event of default
fornon-payment.

As part of the structure of some of these leases, we entered into an irrevocable administration trust that
received perleasea privatetrustcertificateissued in its favor by the Master Trust. The private trustcertificate entitles
the irrevocable administration trustand, consequently, the lessor, as first place beneficiary under such trust, to receive
collections pursuant to the private trustcertificate and the Master Trust. Theunderlying assets ofthe private certificate
are comprised of a specific portfolio of the present and future unencumbered collection rights. The main purpose of
this structure is for the irrevocable administration trust to serve as a payment mechanism to service the debtunder the
leases.

The operatingleases liabilities in the a ggregate amount of Ps.1,497 million (U.S.$65 million) correspond to
operatingleases of points of sale, warehouses, headquarters and other facilities.

Cebures

On February 24, 2020, together with the Master Trust and CIBanco, S.A., Institucion de Banca Multipk,
Total Play established a Cebures program for up to an amount of Ps.5,000 million (U.S.$216 million) pursuant to
which the Master Trust irrevocably conveyed certain Accounts Receivable Collection Rights to an issuing trust for
the Cebures program.

The first issuance of Cebures was through an issuing trust in a public offering in Mexico in the principal
amount of Ps.2,500 million (U.S.$108 million) and consists of five-year certificates at a variable ordinary interest
equal to the annual interest rate of TIIE plus 240 basis points, with interest payable on a monthly basis. The debt
certificates are traded on the Bolsa Institucional de Valores, S.A. de C.V. (the Institutional Stock Exchange — BIVA)
on which alltypes of securities and issuers canbe listed.

The maturity date of the Cebures is February 11,2025, and the covenants in the Cebures include (i)
compliance with laws; (ii) compliance with reports and notices to CNBV and BIVA; (iii) maintenance of licenses,
authorizations, concessions and permits; and (iv) submission ofreports and notices ofany eventof default or event of
early repayment (each as defined therein). The Cebures also include events of default, such as non-payment, and
events of early repayment, such as misrepresentations and breaches of covenants.

As of June 30,2020, the full principal amount of the first issuance of the Cebures including transaction
expenses were Ps.2,500 million (U.S.$108 million). We applied the net proceeds of the first issuance of Cebures to
refinance debtand for working capital.
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DESCRIPTION OF THE NOTES

Total Play Telecomunicaciones, S.A. de C.V. (the “Issuer”), a variable capital stock corporation (sociedad
anénima de capitalvariable) organized under the laws ofthe United Mexican States (“Mexico”), willissue U.S.$575.0
million aggregate principal amount of 7.500% Senior Notes due 2025 (the “Notes”) under an indenture (the
“Indenture”) among the Issuer, the Subsidiaries of the Issuer that guarantee the Notes, as guarantors (the
“Guarantors”), and The Bank of New York Mellon, as trustee (the “7Trustee”), in a transaction exempt from the
registration requirements ofthe U.S. Securities Act of 1933, asamended (the “Securities Act”). On the Issue Date, the

only Guarantor will be TotalBox, S.A.de C.V.

The terms of the Notes include those set forth in the Indenture. The Indenture willnot incorporate or include
or be subject to any of the provisions of the U.S. Trust Indenture Act of 1939, as amended.

The following description is a summary of the material provisions of the Indenture, the Notes and the
guarantees of the Issuer’s obligations under the Notes and the Indenture (the “Note Guarantees”); however, this
“Description ofthe Notes” section does not restate these documentsin their entirety. We urge you to read the Indenture
and the Notes because they, and notthis description, define your rights as holders ofthe Notes. Copies ofthe Indenture
and the form of the Notes will be available as set forthunder “—Additional Information.”

You can find the definitions of certain tems used in this description under “—Certain Definitions.” Certain
defined terms used in this description but not defined under “—Certain Definitions” have the meanings assigned to
them in the Indenture. Unless the context requires otherwise, references in this “Description of Notes” section to the
“Notes” includethe Notes and any Additional Notes that areissued under the Indenture. See “—Additional Notes.”

References to “holders” mean those who have Notes registered in theirnames on the books that the Issuer or
the Registrar maintain for this purpose, and notthose who own beneficial interests in Notesissued in book-entry form
through The Depository Trust Company (“D7C”) or in notes registered in street name. Owners of beneficial interests
in the Notes should referto “—Form of Notes, Transferand Exchange”and “Clearing and Settlement.”

Brief Description of the Notes and the Note Guarantees
The Notes
The Notes will:
e begeneralunsecured senior unsubordinated obligations of the Issuer;
e beinitially limited to an aggregate principalamountof U.S.$575.0 million;

e beissued in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess
thereof;

e rank pari passu in right of payment with all existing and future Indebtedness of the Issuer that is not
subordinated in right of payment to the Notes;

e rank seniorin right of paymentto all future Indebtedness of theIssuerthat is expressly subordinated in
right of paymentto the Notes, if any;

e be effectively subordinated to any existing and future Indebtedness of the Issuer that is secured by
property and assets that do not secure the Notes, to the extent of the value of the property and assets
securing such Indebtedness; and

e beunconditionally guaranteed by the Guarantors.
The Note Guarantees

The Notes will be guaranteed by the Guarantors set forth under “—Note Guarantees.” The Note Guarantee
of each Guarantor will:

e bea generalunsecured senior unsubordinated obligation of that Guarantor;

e rank pari passu in right of payment with all existing and future Indebtedness of that Guarantor that is
not subordinated in right of payment to its Note Guarantee;
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e rank seniorin right of payment to all existing and future Indebtedness of that Guarantor thatis expressly
subordinated in right of payment to its Note Guarantee, if any;

e beeffectively subordinated to any existingand future Indebtedness of that Guarantor that is secured by
property and assets that do not secure the Notes, to the extent of the value of the property and assets

securing such Indebtedness; and

e bestructurally subordinated to all obligations ofthat Guarantor’s Subsidiaries thatare not Guarantors.

As of June 30, 2020, the Issuer and the Initial Guarantor had total consolidated Indebtedness of Ps.22,016
million (U.S.$954 million), of which Ps.2,500 million (U.S.$108 million), corresponding to the first issuance of
Cebures, was secured by Accounts Receivable Collection Rights. As of June 30,2020, after giving pro forma effect
to the offerand sale of the Notes, the Issuer and the Initial Guarantor would have had total Indebtedness of Ps.27,901
million (U.S.$1,209 million), of which Ps.2,500 million (U.S.$108 million), corresponding to the first issuance of
Cebures, would have been secured by Accounts Receivable Collection Rights.In addition, as described under
“Description of Principal Existing Indebtedness,” in May 2017, the Issuer and the Initial Guarantor transferred all of
their respective present and future collection rights in relation to present and future accounts receivables from the
rendered services by the Issuer and the Initial Guarantor to their respective customers in the ordinary course of business
to the Master Trust. The Issuer hasentered into various credit facilities, each of whichincludes aspart ofits structure
an irrevocable administration trustthatreceived a private trustcertificateissued in its favor by the Master Trust. The
private trust certificate entitles the irrevocable administration trust and, consequently, the respective lender, as first
place beneficiary under suchtrust, to receive collections pursuant to the private trust certificate and the Master Trust.
The underlying assets of the private certificate are comprised of a specific portfolio of the present or future,
unencumbered, Accounts Receivable Collection Rights. Creditors under each ofthese facilities have a preferred chim
against the Master Trust with respect to such portfolio. See “Description of Principal Existing Indebtedness—Credit
Facilities related to the Master Trust.”

As of June 30,2020, the Issuer’s Subsidiaries that will not guarantee the Notes hadno Indebtedness and
will haveno Indebtedness as ofJune30,2020 after giving pro forma effect to the offerand sale of the Notes.

Each Note Guarantee will be limited to the maximum amount that would not render the Guarantor’s
obligations subject to avoidance under applicable fraudulent conveyance provisions. By virtue of this limitation, a
Guarantor’s obligations under its Note Guarantee could be significantly less than amounts payable with respectto the
Notes.

In addition, under Mexican law, obligations under the Notes are subordinated to certain statutory preferences,
including claims for salaries, wages, secured obligations (to the extent of the security provided), social security,
employee housing fund contributions, taxes and court fees and expenses. Inthe event of our liquidation or bankmptcy,
such statutory preferences would havepreference overany other claims, including claimsby any holder ofthe Notes.

As atthe Issue Date, all of the Issuer’s Subsidiaries will be “Restricted Subsidiaries” for the purposes of the
Indenture. Under the circumstances (and subject to the conditions) described below under “—Certain Covenants—
Designation of Restricted and Unrestricted Subsidiaries,” the Issuer will be permitted to designate Restricted
Subsidiaries as “Unrestricted Subsidiaries.” The Issuer’s Unrestricted Subsidiaries will not be subject to any of the
restrictive covenants in the Indenture.

Principal, Maturity and Interest

On the [ssue Date, the Issuer will issue U.S.$575.0 million aggregate principalamount of Notes. The Notes
will matureon November 12,2025 unless redeemed or repurchased earlier in accordance with their terms.

Intereston the Notes willaccrue attherate of 7.500% per annum. Interest onthe Notes will be payable semi
annually in arrears on May 12 and November 12, commencingon May 12,2021. The Issuer will make each interest
payment to the holders of record on the immediately preceding May 1 and November 1, whether or not a Business
Day.

Interest ontheNotes willaccrue from thedate of original issuance or, if interest has already been paid, from
the date it was most recently paid. Interest will be computed on the basis of a 360-day year comprised of twelve 30-
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day months. Inno event will the rate ofintereston the Notes be higher than the maximum rate pemitted by applicable
law.

Paying Agent, Registrar and Transfer Agent for the Notes

The Issuer willmaintain one or more paying agents (each, a “Paying Agent”) for the Notes. The initial Paying
Agent will be The Bankof New York Mellon.

The Issuer will also maintain a registrar (the “Registrar”’) and a transfer agent (the “Transfer Agent”) for the
Notes. The initial Registrar will be The Bank of New York Mellon. The initial Transfer Agent will be The Bank of
New York Mellon. If Notes are issued in definitive, certificated form (“Certificated Notes”), the Registrar will
maintain a register reflecting ownership of the Notes in the form of Certificated Notes outstanding from time to tine
and will reflect payments on and transfers of Certificated Notes on behalf of the Issuer on the register. See “—Form
of Notes, Transfer and Exchange” and “Clearingand Settlement.”

As of the Issue Date, the sole registered holder of the Notes will be Cede & Co., as the nominee of DTC.
Afteranychangeto theregistermadeby the Registrar, the Registrar willsend a copy oftheregister to theIssuer, with
such copyto be held by the Issuerat its registered office.

The Issuer may change the Paying Agent, the Registrar or the Transfer Agent without prior written notice to
the holders. For so long as Notes are listed on the Singapore Exchange Securities Trading Limited (the “SGX-ST"”)
and if the rules of the SGX-ST so require, the Issuer will notify the SGX-ST of any change of the Paying Agent,
Registrar or Transfer Agent.

For so longasthe Notes are listed on the SGX-ST and the rules of the SGX-ST so require, the Issuer shall
appoint and maintain a payingagent in Singapore where the Notes may be presented or surrendered for payment or
redemption, in the event thata Global Note is exchanged for Certificated Notes. In addition, in the eventthat a Global
Note is exchanged for Certificated Notes, an announcement of such exchange shall be made by the Issuer or on its
behalfthroughthe SGX-ST and such announcement will include allmaterial information with respect to the delivery
of the Certificated Notes, including details of the paying a gent in Singapore.

Additional Notes

The Issuermay issue additional Notes (“Additional Notes”)under the Indenture having the same termmsand
conditions (except forissue date, issue price and, if applicable, the first interest payment date) as the Notes from time
to time afterthe Issue Date, subject to compliance with all of the covenants in the Indenture, including the covenant
described under “—Certain Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock.”
The Notes and any Additional Notes subsequently issued under the Indenture will be treated as a single class forall
purposesunder the Indenture, including, without limitation, waivers, amendments, redemptions and offers to purchase,
except as otherwise provided in the Indenture; provided that unless such Additional Notes are issued with a separate
CUSIP number, ISIN or other identifying number (as applicable), such Additional Notes shall be fungible with the
Notes offered hereby for U.S. federal incometax purposes.

Form of Notes, Transfer and Exchange

Notes sold within the United States to qualified institutional buyers pursuant to Rule 144 A under the
Securities Act (“Rule 1444”) will initially be represented by one or more global notes in registered form without
interest coupons attached (collectively, the “Rule 1444 Global Note”), and Notes outside the United States to non-
U.S. persons pursuant to Regulation Sunderthe Securities Act (“Regulation S”’) will initially be represented by one
or more global notes in registered form without interest coupons attached (collectively, the “Regulation S Global
Note” and, together with the Rule 144A Global Notes, the “Global Notes”). The Notes will be subject to certain other
restrictions on transfer and certification requirements, as described under “Transfer Restrictions.”

During the “40-day Distribution Compliance Period” (as such temm is defined in Rule 902 of Regulation S),
Book-Entry Interests in the Regulation S Global Notes may be transferred only to non-U.S. Persons under Regulation
S or to persons whom the transferor reasonably believes are “qualified institutional buyers” within the meaning of
Rule 144 A in a transaction meeting the requirementsof Rule 144A or otherwise in accordance with applicable transfer
restrictions and any applicable securities laws of any state of the United States or any other jurisdiction. The Notes
will be subject to certain other restrictions on transfer and certification requirements, as described under “Transfer
Restrictions.”

117



Ownership of beneficial interests in the Global Notes (the “Book-Entry Interests’) will be limited to persons
that have accounts with DTC or persons that may hold interests through such participants. Ownership of interests in
the Book-Entry Interests and transfers thereof will be subject to the restrictions on transfer and certification
requirements summarized below and described more fully under “Transfer Restrictions.” In addition, transfers of
Book-Entry Interests between participants in DTC will be effected by DTC pursuant to customary procedures and
subject tothe applicable rules and procedures establishedby DTC and theirrespective participants.

Book-Entry Interestsin the Rule 144A Global Notemay be transferred to a person who takes delivery in the
form of Book-Entry Interests in the Regulation S Global Note only upon delivery by the transferor of a written
certification (in the form to be provided in the Indenture) to the effect that such transferis beingmade in accordance
with Regulation S. Book-Entry Interests in the Regulation S Note may be transferred to a person who takes delivery
in the form of Book-Entry Interests in the Rule 144A Global Note only upon delivery by the transferor of a written
certification (in the form set forthin the Indenture) to the effect that such transferis beingmade in accordance with
Rule 144A.

Any Book-Entry Interestthatis transferred as described in the immediately preceding paragraphs will, upon
transfer, ceaseto be a Book-Entry Interestin the Global Note from which it was transferred and willbecomea Book-
Entry Interestin the Global Noteto which it was transferred. Accordingly, from and after such transfer, it will become
subject to all transferrestrictions, if any, and other procedures applicable to Book-Entry Interests in the Global Note
to which it was transferred.

If Certificated Notes are issued, they will be issued only in minimum denominations of U.S.$200,000 and
integral multiples of U.S.$1,000 in excess thereof, upon receipt by the Registrar of instructions relating thereto and
any certificates and other documentation required by the Indenture. It is expected thatsuch instructions will be based
upon directions received by DTC from the participant which owns the relevant Book-Entry Interests. Certificated
Notes issued in exchange fora Book-Entry Interest will, exceptas set forth in the Indenture or as otherwise determined
by the Issuerin compliance with applicable law, be subject to, and will have a legend with respect to, therestrictions
on transfer summarized below and described more fully under “Transfer Restrictions.”

Subjectto the restrictions on transfer referred to above, Notes issued as Certificated Notes may betransfened
or exchanged, in whole orin part, in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000
in excess thereof, to persons who take delivery thereofin the form of Certificated Notes. In connection with any such
transfer orexchange, the Indenture willrequire the transferring or exchanging holder to, among other things, fumish
appropriate endorsements and transfer documents, where appropriate, furnish certain certificates and opinions, and
pay any taxes in connection with such transfer or exchange. Any such transfer or exchange will be made without
charge to the holder, other than any taxes payable in connection with such transfer or exchange.

Notwithstanding the foregoing, the Issueris not required to register the transfer of any Certificated Notes:
(1) fora period of 15 days priorto any date fixed for the redemption of such Certificated Notes;

) fora period of 15 days immediately prior to the date fixed for selection of such Certificated Notes
to beredeemedin part;

3) fora period of 15 days priorto therecord date with respectto any interest paymentdateapplicable
to such Certificated Notes; or

4) which the holder has tendered (and not withdrawn) for repurchase in connection with a Change of
Control Offeroran Asset Sale Offer.
Additional Amounts

The Issuer will be required by Mexican law to deduct Mexican withholding taxes, and pay such taxes to the
Mexican tax authorities, from payments of interest, and amounts deemed interest pursuant to Mexican law, on the
Notes made to investors who are notresidents of Mexico fortax purposes, and will pay additional amounts on those
payments of interestto the extentdescribed below.

All payments made by or on behalf of the Issuer under or with respect to the Notes (whether or not in the
form of Certificated Notes) orany ofthe Guarantors with respect to any Note Guarantee will be made free and clear
of and without withholding or deduction for, or on account of, any presentor future Taxes unless the withholding or
deduction of such Taxesis then required by law. If any withholding or deduction for, or on account of, any Taxes
imposed or levied by or on behalf of a Tax Jurisdiction will at any time be required to be made from any payments

118



made byoron behalf of the [ssuerunder or with respect to the Notes orany of the Guarantors under or with respect
to any Note Guarantee, including payments of principal, redemption price, purchase price, interest or premium, the
Issuerorthe relevant Guarantor, as applicable, will pay such additional amounts (the “Additional Amounts’) as may
benecessary in order that the netamounts received in respectof such payments by each holder a fter such withholding
or deduction (includingany such withholding or deduction from such Additional Amounts) will equalthe respective
amounts thatwould havebeenreceived in respect of such payments in the absence of such withholding or deduction;
provided, however,thatno Additional Amounts will be payable with respect to:

(1) any Taxes, to the extent such Taxes would not have been imposed but for the existence of any
present or former connection between the holder or the beneficial owner of the Notes and the
relevant Tax Jurisdiction (including being a resident of such jurisdiction for Tax purposes), other
than the holding of such Notes, the enforcement of rights under such Notes or under a Note
Guaranteeorthe receipt ofany payments in respect of such Notes ora Note Guarantee;

) any Taxes, to the extent such Taxes were imposed as a result of the presentation of a Note for
payment(where Notes are in the form of Certificated Notes and presentation is required) more than
30 daysafterthe relevant payment is first made available for payment to the holder (except to the
extent thattheholder would havebeen entitled to Additional Amounts had the Note been presented
on the last day ofsuch30-day period);

3) any estate, inheritance, gift, sales, personal property, transfer or similar Taxes imposed with respect
to the Notes or with respect to any Note Guarantee;

“4) any Taxes payable other than by withholding or deduction from payments under, or with respectto,
the Notes or with respect to any Note Guarantee;

5) any Taxes, to the extent such Taxes were imposed or withheld by reason of the failure of the holder
or beneficial owner of Notes to comply with any reasonable writtenrequest ofthe Issuer addressed
to the holder or beneficial owner, as applicable, and made at least 60 days before any such
withholding or deduction would be made, to satisfy any certification, identification, information or
other reporting requirements, whether required by statute, treaty, regulation or administrative
practice of a Tax Jurisdiction, as a precondition to exemption from, or reduction in the rate of
withholding or deduction of, Taxes imposed by the Tax Jurisdiction (including, without limitation,
a certificationthat the holder or beneficial owner is not resident in the Tax Jurisdiction), but in each
case,only tothe extenttheholder or beneficial owner is legally entitled to provide such certification
or documentation;

6) any Taxes imposed on or with respect to any payment by the Issuer orthe relevant Guarantor to a
holder if that holder is a fiduciary or partnership or person other than the sole beneficial owner of
such payment, to the extentthat a beneficiary orsettlor with respect to such fiduciary, a member of
such partnership or the beneficial owner would not have been entitled to receive the Additional
Amounts had suchbeneficiary, settlor, member or beneficial owner been the holder of the Notes;

) any Taxes, to the extent such Taxes were imposed pursuant to Section 1471(b) of the U.S. Intemal
Revenue Code 0f1986,as amended (the “Code”), or otherwise imposed pursuantto Sections 1471
through 1474 of the Code, any regulationsor a greements thereunder, official interpretations thereof,
or any lawimplementing an intergovernmental approach thereto; or

8) any combination ofitems (1) through (7)above.

The limitations onthe obligations of the Issuer and the Guarantors to pay Additional Amounts stated in item
(5) above will not apply if (a) the provision of information, documentation or other evidence described in item (5)
above would be materially more onerous, in form, in procedure or in the substance of information disclosed, to a
holder or beneficial owner of a Note, taking into account any relevant differences between U.S. and Mexican law,
rule, regulation or administrative practice, than comparable information or other reporting requirements imposed
under U.S. tax law (including the United States-Mexico income tax treaty), regulations (including temporary or
proposedregulations) and published administrative practice, or (b) with respect to Taxes imposed by Mexico orany
politicalsubdivision or taxing authority thereof or therein, Article 166, SectionI1(a) of the Mexican Income Tax Law
(ora substantially similar successor of such Article) is in effect, unless the provision of the information, documentation
or other evidence described in item (5) above is expressly required by statute, rule or regulation in order to apply
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Article 166, Section I1(a) of the Mexican Income Tax Law (ora substantially similar successor of such Article), the
Issuer, or the relevant Guarantor, cannot obtain such information, documentation or other evidence on its own through
reasonable diligence and the Issuer otherwise would meet the requirements for application of Article 166, Section
I1(a)of theMexican Income Tax Law (or such successor of such Article).

In addition, item (5) above doesnot require, and should not be construed as requiring, thata holder or
beneficial owner certify that it is or is not a non-Mexican pension or retirement fund or a non-Mexican financial
nstitution, forthe purpose of establishing eligibility foran exemption from, or a reduction of, Mexican withholding
tax orto provide information concerning whether it is oris not a tax-exempt pension or retirement fund.

In addition to the foregoing, the Issuer and the Guarantors willalso pay and indemnify holders and beneficial
owners of the Notes for any present or future stamp, issue, registration, court or documentary Taxes or any other
excise or property Taxes (including any reasonable expenses related thereto) which, in each case, are levied by any
Tax Jurisdiction (or, in the case of enforcement of any of the Notes or any Note Guarantee, any jurisdiction) on the
execution, delivery, issuance, or registration of any of the Notes, the Indenture, any Note Guarantee or any other
documentorinstrument referred to therein, or enforcement ofany of the Notes or any Note Guarantee (other than on
orin connection with a transfer ofthe Notes thatis not partofthe initial resale of the Notes by the Initial Purchasers).

The Issuer or the relevant Guarantor will make all withholdings and deductions required by law and will
remit the fullamount deducted or withheld to the relevant Tax authority in accordance with applicable law. The Issuer
orthe relevant Guarantor will use its reasonable efforts to obtain Tax receipts from each Tax authority evidencing the
paymentofany Taxes sodeducted or withheld. TheIssuer or the relevant Guarantor will furnish to the Trustee, within
a reasonable time after the date the payment of any Taxes so deducted or withheld is made, certified copies of Tax
receipts evidencing paymentby the Issuer or such Guarantor, as thecase may be, orif, notwithstanding such entity’s
efforts to obtain receipts, receipts are notobtained, other evidence of payments (reasonably satisfactory to the Trustee)
by such entity. Upon reasonable request, copies of Tax receipts or other evidence of payments, as the case may be,
will be made available by the Trustee to the holders (for further delivery to beneficial owners) of the Notes.

Wheneverin the Indenture orin this “Description of the Notes” section there is mentioned, in any context,
the payment of amounts based upon the principal amountof the Notes or of principal, interest or of any other amount
payable under, or with respect to, any of the Notes orany Note Guarantee, such mention shallbe deemed to include
mentionof the payment of Additional Amounts to the extent that, in such context, Additional Amounts are, were or
would be payable in respect thereof.

The foregoing obligations will survive any termination, defeasance or discharge ofthe Indenture, any transfer
by a holder or beneficial owner of its Notes, and will apply, mutatis mutandis, to any jurisdiction in which any
successor Person to the [ssuer orany Guarantor is incorporated, organized, enga ged in business fortax purposes, or
otherwise resident for tax purposes, or any jurisdiction from or through which such Person makes any payment on the

Notes (orany Note Guarantee) or, in each case, any political subdivision or taxing authority thereof or therein.
Note Guarantees

The obligations oftheIssuerunderthe Notes and the Indenture willbe guaranteed by the Guarantors. On the
Issue Date, the only Guarantor will be TotalBox, S.A. de C.V. (the “Initial Guarantor”), which is a Wholly-owned
Subsidiary ofthe Issuer. The Note Guarantees ofthe Guarantors will be joint and several obliga tions ofthe Guarantors.
Each Note Guarantee is a full and unconditional guarantee of the Issuer’s obligations under the Notes and the
Indenture, subject to the contractual limitations discussed below.

The obligations of the Guarantors will be contractually limited under the applicable Note Guarantees to
reflect limitations under applicable law with respect to maintenance of share capital, corporate benefit, fraudulent
conveyance and other legal restrictions applicable to the Guarantors and their respective shareholders, directors and
general partners. Fora description of such contractual limitations, see “Risk Factors—Risk Relating to the Notes and
the Note Guarantees—Payments on the Notes and the Note Guarantees will be effectively junior to any ofthe Issuer’s
and the Guarantor’s secured indebtedness and structurally junior to the debt obligations ofthe subsidiaries ofthe Issuer
who do not guarantee the Notes.”

Release of the Note Guarantees

The Note Guarantee of a Guarantor will be automatically released and discharged withoutany further action
by the Issuer, the relevant Guarantor or the Trustee and such Guarantor’s obligations under its Note Guarantee and

the Indenture will automatically terminateand be ofno further force and effect:
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(1) in connection with any sale or other disposition of all or substantially all of theassets ofa Guarantor
(includingby way of merger, consolidation, amalgamation or combination) to a Person that is not
(either before or after giving effect to such transaction) a Restricted Subsidiary; provided that the
sale or other disposition does not violate the “Asset Sale” provisions of the Indenture;

) in connection with any sale or other disposition of Capital Stock of a Guarantorto a Person thatis
not (either before or after giving effect to such transaction) a Restricted Subsidiary; provided that
the sale or other disposition complies with the “Asset Sale” provisions of the Indenture and the
Guarantor ceases to be a Restricted Subsidiary as a result ofthe sale or other disposition;

3) if the Issuer designates any Restricted Subsidiary that is a Guarantor to be an Unrestricted Subsidiary
in accordance with the applicable provisions ofthe Indenture;

4) upon Legal Defeasance, Covenant Defeasance or satisfaction and discharge of the Indenture as
provided below under “—Legal Defeasance and Covenant Defeasance” and “—Satisfaction and
Discharge”;

%) upon the full and final payment of the Notes and performance of all Obligations of the Issuer and
the Guarantors under the Indenture and the Notes;

6) with respect to an additional Note Guarantee given under the covenantdescribed under “—Certain
Covenants—Additional Note Guarantees,” upon release of the guarantee that gave rise to the
requirementto issue such additional Note Guarantee so long as no Default or Event of Default would
arise as a result thereof and no other Indebtedness that would give rise to an obligation to give an
additional Note Guarantee is at thattime guaranteed by the relevant Guarantor; or

) as a result of a transaction permitted by the covenant described under “—Certain Covenants—
Merger, Consolidationor Sale of Assets.”

Upon any occurrence givingrise to a release of a Note Guarantee, as specified above, the Trustee, subjectto
receipt of an opinion of counsel and an Officer’s Certificate from the Issuer and/or Guarantor certifying that all
conditions to such release have been satisfied, will execute any documents reasonably required in order to evidence
oreffect suchrelease, discharge and termination in respect ofsuch Note Guarantee. Neither the Issuer, the Trustee nor
any Guarantor will be required to makea notation on the Notes to reflectany suchrelease, discharge or termination.

Optional Redemption

At any time priorto November 12,2023, the [ssuer may on any oneor more occasions redeemup to 40.0%
of'the aggregate principalamount of Notes issued under the Indenture, uponnot less than 10normore than 60 days’
prior written notice to the holders, at a redemption price equal to 107.500% of the principal amount thereof, plus
accrued and unpaid interest, if any, to (but excluding) the redemption date and all Additional Amounts, if any, then
due (subject to the rights of holders of Notes on the relevant record date to receive interest on the relevant interest

paymentdate), with the net cash proceeds of any Public Equity Offering by the Issuer; provided that:

(1) atleast 60.0% of the aggregate principal amount of the Notes originally issued under the Indenture
(excluding Notes held by the Issuer or its Affiliates) remain outstanding immediately a fter such
redemption; and

) the redemption occurs within 180 days of the date of the closing of such Public Equity Offering,

At any time priorto November 12,2023, the Issuer may on any one ormore occasions redeem allor a part
of the Notes upon not less than 10 nor more than 60 days’ prior written notice to the holders, at a redemption price
equal to 100.000% of the principal amount of the Notes redeemed, plus the Applicable Premium as of, and accrued
and unpaid interest, if any, to (butexcluding) theredemption date and all Additional Amounts, if any, then due (subject
to the rights of holders ofthe Notes ontherelevantrecord date toreceiveinterest due on therelevant interest payment
date).

On or after November 12, 2023, the [ssuer may on any one or more occasions redeem all or a patt of the
Notes upon not less than 10 nor more than 60 days’ prior written notice, at the redemption prices (expressed as
percentages of principal amount) set forth below, plus accrued and unpaid interest, if any, to (but excluding) the
redemption date and all Additional Amounts, if any, then due, on the Notes redeemed, if redeemed on or a fter the
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dates indicated below (subject to the rights of holders of Notes on the relevant record date to receive interest on the
relevantinterestpaymentdate):

Redemption
Price Price
NOVEMDET 12, 2023 ...ttt ettt ettt b b e sessesessesessesessesessessesensesans 103.750%
NOVEMDET 12, 2024........cueeiieieieeiieieeiiet ettt ettt et sssass s sasassesesesessesesessssesesasessesesasesssans 101.875%

Unless the Issuer defaults in the payment of theredemption price, interest will cease to accrue on the Notes
or portions thereof called for redemption on the applicable redemption date.

Notwithstanding the foregoing, in connection with any tender offer for the Notes (including, without
limitation, any Change of Control Offer or any Asset Sale Offer), if holders of Notes of not less than 90.0% in
aggregate principal amount of the outstanding Notes validly tender and do not withdraw such Notes in such tender
offer and the Issuer, or any third party making such a tender offer in lieu of the Issuer, purchases all of the Notes
validly tendered and not withdrawn by such holders, the Issuer or such third party will have the right upon not less
than 10normore than 60 days’ prior notice, given not more than 30 days following such tender offer expiration date,
to redeem any Notes that remain outstanding in whole, butnot in part, following such purchase ata price equal to the
price (excluding any early tender fee) offered to each other holder of Notesin such tender offer, plus, to the extentnot
included in the tender offer payment, accrued and unpaid interest, if any, to (but excluding) the redemption date and
all Additional Amounts, if any, then due. In determining whether the holders of at least 90.0% of the aggregate
principalamount ofthe then outstanding Notesof the relevant series have validly tendered and not validly withdrawn
their Notes in a tender offer, Notes owned by theIssuerorits Affiliates, orany successor thereof, shallbe deemed to
be outstanding for the purposes of such tender offer.

General
Notice of redemption will be provided as set forthunder “—Selectionand Notice.”

To the extentthatthe Notes are represented by Global Notes, any payment to the beneficial holders holding
Book-Entry Interests as participants of a clearing system will be subject to the then applicable procedures of such
clearing system.

In connection with any redemption of Notes, any such redemption may, at the Issuer’s discretion, be subject
to one ormore conditions precedent. In addition, if suchredemption ornoticeis subject to satisfaction of one or more
conditions precedent, such notice may state that, in the Issuer’s discretion, the redemption date may be delayed unti
such time as any orall such conditions shall be satisfied (provided, however, that, in no case shall the notice have been
delivered less than 10 days or more than 60 days prior to thedate on which such redemption (if any) occurs and such
delay will be no more than 60 days after the date the notice of redemption was sent), or such redemption may not
occurand suchnotice may be modified orrescinded in the event that any orall such conditions shallnot have been
satisfied by theredemption date, or by the redemption date so delayed. In addition, suchnotice of redemption may be
extendedif such conditions precedent have not been satisfied or waived by theIssuer by notice to the holders (with a
copy to the Trustee) and the [ssuer may providein such noticethatpayment of the redemption or purchase price and
performance of the Issuer’s obligations with respectto such redemption may be performed by another Person. Notice
of any satisfaction and discharge under the Indenture may be subject to a notice period of more than 60 days, at the
Issuer’s discretion.

Redemption for Changesin Taxes

The Issuermay redeem the Notes, in whole but notin part, at its discretionat any timeupon givingnot less
than 10 normore than 60 days’ prior written notice to the holders of the Notes (which notice will be irrevocable and
given in accordance with the procedures described under “—Selection and Notice”), ata redemption price equal to
100.000% of the aggregate principal amount thereof, together with accrued and unpaid interest, if any, to (but
excluding) the redemptiondate (a “Tax Redemption Date”) andall Additional Amounts, if any, then due and which
will become due onthe Tax Redemption Date as a result ofthe redemption or otherwise (subject to theright of holders
ofthe Notes on the relevant record date to receive interest due on the relevant interest payment date and Additional
Amounts, if any, in respectthereof), if on thenext date on which any amount would bepayable in respect ofthe Notes,
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the Issuerora Guarantor (but, in the case of a Guarantor, only if the payment givingrise to such requirement cannot
be madeby thelssuer oranother Guarantor withoutthe obligation to pay Additional Amounts; providedthat the Issuer
or such other Guarantor, as applicable, is legally entitled to make such payment) is or would be required to pay
Additional Amounts in excess of the Additional Amounts attributable to a withholding tax rate of 4.9% (“FExcess
Additional Amounts™), and the Issuer or any Guarantor cannotavoid any such paymentobligation by taking reasonable

measures available, and the requirement arises as a result of:

(1) any amendment to, or change in, the laws or treaties (or any regulations or rulings promulgated
thereunder) of a relevant Tax Jurisdiction which change oramendmentbecomes effective on or after
the Issue Date (or, if the applicable Tax Jurisdiction became a Tax Jurisdiction with respect to the
Issuerorsuch Guarantor, as applicable, on a date after the [ssue Date, suchlater date); or

) any amendment to, or change in, an official position, or the introduction of an official position,
regarding the interpretation, administration or application of such laws, treaties, regulations or
rulings (including by virtue of a holding, judgmentororderby a court of competentjurisdiction or
a change in published administrative practice) which amendment, change or introduction becomes
effective onorafterthelIssue Date (or, if the applicable Tax Jurisdictionbecamea Tax Jurisdiction
with respect to the Issuer or such Guarantor, as applicable, on a date afterthe Issue Date, such later
date)(eachof clauses (1)and(2),a “Change in Tax Law”).

The Issuer willnot give any suchnotice of redemption earlier than 60 days prior to the earliest date on which
the Issuerora Guarantor would be obligated to pay such Excess Additional Amounts if a payment in respect of the
Notes were then due,andthe obligationto pay Excess Additional Amounts must be in effect at the time suchnotice
is given. Prior to the giving of any notice of redemption of the Notes to the holders pursuant to the Indenture as a
result of a Change in Tax Law, the Issuer will deliverto the Trustee (a) an Officer’s Certificate stating that obligation
to pay such Excess Additional Amounts cannot be avoided by the Issuer (or the relevant Guarantor, as applicable)
taking reasonable measures available to it; and (b) a written opinion of independent tax counsel to the Issuer of
recognized standing which is qualified under the laws of the relevant Tax Jurisdictionto the effect that the Issuer (or
the relevant Guarantor, as applicable) has or willbecome obligated to pay such Excess Additional Amounts as a result
ofa Change in TaxLaw.

The Trustee will accept and shall be entitled to rely on such Officer’s Certificate and opinion of counsel as
sufficientevidence of the existence and satisfaction of the conditions precedentas described above, in which event it

will be conclusive andbinding on the holders.
Repurchase atthe Option of Holders
Change of Control Triggering Event

If a Change of Control Triggering Eventoccurs, eachholder of Notes will have the right to require the I'ssuer
to repurchase all or any part (in integral multiples of U.S.$1,000; provided that Notes of U.S.$200,000 or less may
only be redeemed in whole andnotin part) ofthatholder’s Notes pursuant to a Change of Control Offer on the terms
set forth in the Indenture. In the Change of Control Offer, the Issuer will offera payment in cashequalto 101.000%
of the aggregate principal amount of Notes repurchased, plus accrued and unpaid interest if any, to (but excluding)
the purchase date and all Additional Amounts, if any, then due on the Notes repurchased (the “Change of Control
Payment”)(subjectto the rights of holders of Notes on the relevantrecord date to receive interest dueon the relevant
interest payment date). Within 30 days following any Change of Control Triggering Event, the Issuer will deliver a
notice to each holder of the Notes (a “Change of Control Offer”) in accordance with the Indenture (with a copy to the
Trustee), stating that a Change of Control Offer is being made and offering to repurchase Notes on the date (the
“Change of Control Payment Date”) specified in the notice, which date will be no earlier than 30 days and no later
than 60 days from the date suchnoticeis delivered, pursuantto the procedures required by the Indenture and described
in such notice. The Issuer will comply with the requirements of Rule 14e-1 underthe U.S. Securities Exchange Act
of 1934, as amended (the “Exchange Act”), and any other applicable securities laws and regulations to the extent those
laws and regulations are applicable in connection with the repurchase of the Notes as aresult of a Change of Control
Offer. To the extent that the provisions of any securities laws or regulations conflict with the Change of Control
provisions ofthe Indenture, the [ssuer willcomply with any applicable securities laws and regulations and will not be
deemedto have breached its obligations under the Indentureby virtue of such compliance.
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On the Business Day immediately preceding the Change of Control Payment Date, the Issuer will, to the
extent lawful, deposit with the Paying Agent an amount equal to the Change of Control Payment in respectofall Notes

or portions of Notes properly tendered and not withdrawn.

On the Change of Control Payment Date, the Issuer will, to the extent lawful:

(1) accept for payment all Notes or portions of Notes properly tendered pursuant to the Change of
Control Offer; and

) deliver orcauseto bedelivered to the Trustee an Officer’s Certificate stating the aggregate principal
amountofNotes orportions of Notes being purchased by the Issuer and the Notes properly accepted.

The Paying Agent will promptly deliver to each holder of Notes properly tendered and not withdrawn the
Change of Control Payment for such Notes, and, in the case of Certificated Notes, the Trustee (or an authentication
agent approvedby it, upon receipt of an authentication order from the Issuer) will promptly authenticate and deliver
(or cause to be transferred by book-entry) to each holder a new Note equal in principal amount to any unpurchased
portion of the Notes surrendered, if any. The Issuer will publicly announcetheresults of the Change of Control Offer
on orassoon as practicable after the Change of Control Payment Date.

The provisions described above thatrequire the Issuerto makea Change of Control Offer following a Change
of Control Triggering Event will be applicable whether or not any other provisions of the Indenture are applicable.
Except as described above with respect to a Change of Control Triggering Event, the Indenture will not contain
provisions that permit the holders of the Notes to require that the Issuer repurchase orredeem the Notes in the event
of a takeover, recapitalization or similar transaction.

The ability of the Issuer to repurchase Notes pursuant to a Change of Control Offer may be limited by a
number of factors. The occurrence of certain of the events that constitute a Change of Control would require the
borrowerunder our Credit Facilities to make an offer to prepay any existing lenderon a “change of control.” Future
Indebtedness of thessuerand its Subsidiaries may also contain prohibitions of certain events that would constitute a
Change of Control or require such Indebtedness to be repurchased upon a Change of Control. Accordingly, prior to
complying with any of the provisions of this “Change of Control” covenant, the Issuer will need to either repay all
such Indebtedness or obtain the requisite consents, if any, under all agreements governing such outstanding
Indebtedness to permit the repurchase of Notes required by this covenant. Moreover, the exercise by the holders of
the Notes of their right to require the Issuer to repurchase the Notes could cause a default under such Indebtedness,
even if the Change of Control itself does not, due to the financial effect of such repurchase on the Issuer and its
Subsidiaries. Finally, theability of the Issuerto pay cashto theholders of the Notes, and any other Indebtednessthen
becoming payable, upon a repurchase may be limited by its then existing financial resources. There can be no
assurance that sufficient funds will be available when necessary to make any required repurchases. See “Risk
Factors—Risks Relating to the Notes and the Note Guarantees—We may be unable to purchase the Notes upon a
change of control triggering event, which would result in a default under the indenture pursuant to which the Notes
will beissued.”

The Issuer will not be required to make a Change of Control Offer upon a Change of Control Triggering
Eventif (1)a third party makes the Change of Control Offer in the manner, at the times and otherwise in com pliance
with the requirements set forth in the Indenture applicable to a Change of Control Offer made by the Issuer and
purchases all Notes properly tendered and not withdrawn under the Change of Control Offer, or (2) a notice of
redemption has been given pursuant to the Indenture as described under “—Optional Redemption,” unless and unti
there is a default in payment of the applicable redemption price or the redemption is not consummated due to the
failure of a condition precedent contained in the applicable redemption notice to be satisfied. Notwithstanding
anythingto the contrary contained herein, a Change of Control Offer may bemadein advanceofa Change of Control,
conditioneduponthe consummation of such Change of Controland the occurrence ofa Change of Control Triggering
Event; provided that a definitive agreement is in place for the Change of Control at the time the Change of Control
Offeris made.

The definition of Change of Control includes a phrase relating to the direct or indirect sale, lease, transfer,
conveyance or other disposition of““all or substantially all” of the properties orassets ofthe Issuer and the Restricted
Subsidiaries takenas a whole. Althoughthereis a limited body of case law interpreting the phrase “substantially all”
there is no precise established definition of the phrase under applicable law. Accordingly, the ability of a holder of
Notes to require theIssuerto repurchase its Notes as a resultof a sale, lease, transfer, conveyance or other disposition
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of less thanallof the assets of the [ssuerand the Restricted Subsidiaries taken as a whole to another Person or group
may beuncertain.

The provisions under the Indenturerelating to the Issuer’s obligation to makean offer to repurchase the Notes
asa result ofa Change of Controlmay be waived or modified with the consent of the holders holding more than 50.0%
of the outstanding a ggregate principal amountof the Notes prior to the occurrence of a Change of Control.

For so long as the Notes are listed on the SGX-ST and the rules of the SGX-ST so require, the Issuer will
publish notices relating to the Change of Control Offer to the extentand in the manner permitted by suchrules.

Asset Sales

The Issuer will not, and will not cause or permit any Restricted Subsidiary to, directly or indirectly,
consummatean Asset Sale unless:

(1)

)

the Issuer (orthe Restricted Subsidiary, asthe case may be) receives consideration at the time of the
Asset Sale at least equalto the fairmarket value (determined at the time of contracting such Asset
Sale) of the assets or Equity Interestsissued or sold or otherwise disposed of; and

at least 75.0% of the consideration received in the Asset Sale by the Issuer or such Restricted
Subsidiary is in the form of cash or Cash Equivalents. For purposes ofthis provision, the following
will be deemedto be cash:

(a) any liabilities recorded on the most recent balance sheet of the Issuer or any Restricted
Subsidiary (other than contingent liabilities or liabilities that are by their temms
subordinated to the Notes or the Note Guarantees) that are assumed by the transferee of
any such assets and asa result of which the Issuer and the Restricted Subsidiaries are no
longerobligated with respect to such liabilities; and

(b) any securities, notes or other obliga tions received by the Issuer or any Restricted Subsidiary
from such transferee that are converted by the Issuer or such Restricted Subsidiary mto
cash or Cash Equivalents within 180 days following the closing of the Asset Sale, to the
extent ofthe cash or Cash Equivalents in the conversion.

Within 365 days after the receipt of any Net Proceeds from an Asset Sale, the Issuer (or the applicable
Restricted Subsidiary, asthe case may be) may apply such Net Proceeds (atthe option ofthe Issuer or such Restricted

Subsidiary)to:
ey

@)

®)

permanently reduce (and permanently reduce commitments with respect thereto) Secured
Indebtedness of the Issuer (other than any Disqualified Stock or Subordinated Obligations) or
Secured Indebtedness ofa Restricted Subsidiary (other than any Disqualified Stock or Subordinated
Obligations), in each case other than Indebtedness owed to the Issuer orany Affiliate of the Issuer,
solely to the extenttheassets that were the subject ofsuch Asset Sale represented collateral secunng
such Secured Indebtedness;

prepay, repay, redeem or purchase (including through open market purchases, voluntary tender
offers orprivately negotiated transactions at market prices) Pari PassuIndebtednessat a price ofno
more than 100.000% of the principal amount of such Pari Passu Indebtedness plus accrued and
unpaid interest, if any, to (but excluding) the date of such prepayment, repayment, purchase or
redemption; provided that the Issuer shall equally and ratably reduce Obligations underthe Notes,
as provided under “—Optional Redemption,” through open market purchases at or above 100.000%
of the principal amountthereof or by makinga Notes Offeras provided in clause (3) below;

(a)purchase Notes pursuant to an offerto allholders of the Notes at a purchase price in cash equal
to atleast 100.000% ofthe principal amountthereof, plus accrued and unpaid interest, if any, to (but
excluding) the purchase date and all Additional Amounts then due (subject to theright of holders of
record on the relevant record date to receive interest due on the relevant interest payment date) (a
“Notes Offer”) or (b) redeem Notes as provided in the second or third paragraphs, as applicabl,
under “—Optional Redemption™;
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“4) acquire all or substantially all of the assets of, orany Capital Stock of, another Permitted Business,
if, after giving effect toany such acquisition of Capital Stock, the Permitted Business is or becomes

a Restricted Subsidiary;

%) makecapital expenditures;

6) acquire other assets (other than Capital Stock and cash or Cash Equivalents) thatare used oruseful
in a Permitted Business;

7 enterinto a commitment approved by the Board of Directors or otherwise binding on the Issuer or
such Restricted Subsidiary to apply the Net Proceeds pursuantto clause(4) or (5) of this paragaph;
providedthatsuch commitmentshall be treated as a permitted application of the Net Proceeds from
the date of such commitmentuntil the earlier of (x) the date on which such acquisition or ex penditure
is consummated, and (y) the 180th day following the expiration of the aforementioned 365-day
period; or

8) any combination ofthe foregoing.

Pending the final application of any Net Proceeds, the Issuer (or the applicable Restricted Subsidiary) may
temporarily reduce revolving credit borrowings or otherwise invest the Net Proceeds in cash and Cash Equivalents.

Any Net Proceeds from Asset Sales that are not applied orinvested as provided in the second paragraph of
this covenant will constitute “Excess Proceeds.” Whenthe aggregate amountof Excess Proceeds exceeds the greater
0fU.S.$50.0 million and 12.0% of Consolidated L2QA EBITDA, within 10 Business Days thereof, orat any earlier
time at the [ssuer’s election, the Issuer will makean offer (an“Asset Sale Offer”) to allholders of Notes and may, to
the extent the Issuer so elects, make an offer to holders of Pari Passu Indebtedness to purchase, prepay or redeem with
the proceeds of sales of assets the maximum principal amount of Notes and such other Pari Passu Indebtedness (plus
all accrued interest on the Indebtedness and the amount of all fees and expenses, including premiums, incurred in
connection therewith) thatmay be purchased, prepaid orredeemed outof the Excess Proceeds. The offer price in any
Asset Sale Offer will be equalto (i) solely in the case ofthe Notes, 100.000% of the principal amount, which shall be
repurchased in integral multiples of U.S.$1,000; provided that Notes of U.S.$200,000 or less may only be redeemed
in whole andnotin part;and (ii) solely in the case of any other Pari PassuIndebtedness, no greater than 100.000% of
the principalamount, plus, in the case of (i) and (ii), accrued and unpaid interest and Additional Amounts, if any, to
(but excluding) the date of purchase, subject to the rights of holders of Notes on the relevant record date to receive
interest due on the relevant interest payment date, and will be payable in cash. If any Excess Proceeds remain after
consummation of an Asset Sale Offer, the Issuerand the Restricted Subsidiaries mayuse those Excess Proceeds for
any purposenot otherwise prohibited by the Indenture. [fthe aggregate principal amount of Notes and other Pari Passu
Indebtedness tendered into (or to be prepaid or redeemed in connection with) such Asset Sale Offer exceeds the
amount of Excess Proceeds, or if the aggregate principal amount of Notes tendered pursuant to an Asset Sale Offer
that is an application of Net Proceeds pursuant to clause (2) of the second paragraph of this covenant exceeds the
amount of the Net Proceeds so applied, Notes will be selected for purchase based on the policies and procedures of
the applicable depository (or, in the case of Certificated Notes, the Issuer will select Notes for purchaseon a prorata
basis)and such other Pari Passu Indebtedness, if applicable, tobe purchased on a pro rata basis, based on the amounts
tendered or required to be prepaid or redeemed in integral multiples of U.S.$1,000; provided that Notes of
U.S.$200,000 orless may only be redeemed in whole and not in part. Upon completion of each Asset Sale Offer, the

amount of Excess Proceeds will be reset at zero.

The Issuer willcomply with the requirements of Rule 14e-1 under the Exchange Actand any other applicable
securities laws and regulations to the extent those laws and regulations are applicable in connection with each
repurchase of Notes pursuant to an Asset Sale Offer or a Notes Offer. To the extent thatthe provisions of any securities
laws orregulations conflict with the Asset Sale provisions ofthe Indenture, the Issuer will comply with the applicable
securities laws andregulationsand willnot be deemed to have breached its obliga tions under the Asset Sale provisions
of the Indenture by virtue of such compliance.

The I[ssuerora Restricted Subsidiary, as the case may be, may make an Asset Sale Offer prior to the expiration
ofthe 365-day period mentioned in this covenant. The provisions of the Indenture relating to the Issuer’s obligation
to make an Asset Sale Offer may be waived or modified with the consent of holders of more than 50.0% of the
outstanding a ggregate principalamountof the Notes.
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Selection and Notice

Ifless than allofthe Notes are to be redeemed at any time, Notes will be selected for redemption based on
the policies and procedures of then applicable procedures of applicable depository (or, in the case of Certificated
Notes, the Trustee (or the Registrar, as applicable) will select Notes for redemption on a pro rata basis), unless
otherwise required by law orapplicable stock exchange or depository requirements.

No Notes of U.S.$200,000 or less can be redeemed in part. Notices of redemption will be delivered at least
10 but not more than 60 days before the redemption date to each holder of Notes to be redeemed in accordance with
the Indenture, except that redemption notices may be sent more than 60 days priorto a redemption date if the notice
is issued in connection with a Legal Defeasance or Covenant Defeasance of the Notes ora satisfaction and discharge
pursuantto the Indenture.

If any Note is to be redeemed in part only, the notice of redemption that relates to such Note will state the
portion of the principalamount of that Note that is to be redeemed. In the case of Certificated Notes, a new Note in
principal amount equal to the unredeemed portion of the original Note will be issued in the name of the holder of
Notes upon cancellation of the original Notes. Notes called for redemption become due on the date fixed for
redemption. On and after the redemption date, interest ceases to accrue on such Notes or portions thereof called for
redemption, unless payment is improperly withheld.

For Certificated Notes held on behalf of DTC, notices may be given by delivery of the relevant notices to
DTC for communication to entitled account holders. Forso longas the Notes are listed on the SGX-ST and the rules
of the SGX-ST so require, the Issuer will notify the SGX-ST of any suchredemptionand the principal amount of any
Notes outstanding following any partial redemption of such Notes.

Mandatory Redemption; Open Market Purchases

The Issueris not required to make any mandatory redemption or sinking fund payments with respect to the
Notes. However, under certain circumstances, the [ssuer may be required to offerto purchase the Notes as described

under “—Repurchase atthe Option of Holders.”

The Issuer or its Affiliates may acquire Notes by means other than a redemption, whether by tender offer,
open market purchases, privately negotiated transactions or otherwise, in accordance with applicable securities laws,
so long as such acquisition does nototherwise violate the terms of the Indenture.

Certain Covenants
Limitation on Restricted Payments
The Issuer will not,and willnot cause or permit any Restricted Subsidiary to, directly orindirectly:

(1) declare or pay any dividend or make any other payment or distribution on account of the Issuer’s
Equity Interests or any ofthe Restricted Subsidiaries’ Equity Interests (including, without limitation,
any paymentin connection with any merger or consolidation involving the Issuer or any Restricted
Subsidiary) orto the direct orindirect holders ofthe Issuer’s orany Restricted Subsidiary’s Equity
Interests in their capacity as holders (other than dividends or distributions payable in Equity Interests
(otherthan Disqualified Stock or Designated Preference Shares oftheIssuer)), other than dividends
or distributions payable to theIssuerora Restricted Subsidiary;

) purchase, redeem or otherwise acquire or retire for value (including, without limitation, in
connection with any merger or consolidation involving the Issuer) any Equity Interests ofthe Issuer;

3) makeany principal paymenton or with respect to, or purchase, redeem, defease or otherwise acquire
orretire for value any Subordinated Obliga tions (excluding any intercompany Indebtedness between
oramongthelssuerandany Restricted Subsidiaries), except (i) at the Stated Maturity thereof or (ii)
the purchase, repurchase or other acquisition of Indebtedness purchased in anticipation of satisfying
a sinking fund obligation, principal installment or scheduled maturity, in each case due within one
yearofthe date of such purchase, repurchase or other acquisition; or

4) makeany Restricted Investment,

(all such paymentsand other actions set forth in the foregoing clauses (1) through (4) being collectively referred to as
“Restricted Payments”),unless, at the time of any such Restricted Payment:
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(a)

(b)

(©)

no Default or Event of Default has occurred and is continuing (or would occur as a
consequence of such Restricted Payment);

the Issuer would, at thetime ofsuch Restricted Payment and immediately after giving pro

forma effect thereto, have been permitted to incur at least U.S.$1.00 of additional
Indebtedness pursuant to the Consolidated Net Leverage Ratio test set forth in the first
paragraph of the covenant described under “—Limitation on Incurrence of Indebtedness
and Issuanceof Preferred Stock”; and

such Restricted Payment, together with the aggregate amount of all other Restricted
Payments made by the Issuer and the Restricted Subsidiaries since the Issue Date
(excluding Restricted Payments permitted by the next succeeding paragraph other than

clauses (1)and(15)thereof), is less than the sum, without duplication, of:

@) 100% of the Consolidated EBITDA of the Issuer for the period (taken as one
accounting period) from the beginning of the fiscal quarter commencing
immediately priorto the Issue Date to the end ofthe Issuer’s most recently ended
fiscal quarter for which internal financial statements are available at the time of
such Restricted Payment /ess the product of 1.5 multiplied by the Consolidated
Interest Expense forsuch period; p/us

(i) 100% of thea ggregate net cash proceeds and the fair market value of marketable
securities or other property received by the Issuer since the Issue Date as a
contribution to its common equity capital or from the issue or sale of Equity
Interests of the Issuer (other than Disqualified Stock, Excluded Contributions and
Designated Preference Shares) or from the issue or sale of convertible or
exchangeable Disqualified Stock ofthe Issuer or convertible or exchangeable debt
securities of the [ssuer, in each case that have been converted into or exchanged
for Equity Interests of the Issuer (other than Equity Interests (or Disqualified
Stock, Designated Preference Shares or debt securities) sold to a Subsidiary of the

Issuer); plus

(ii1) to the extentthatany Restricted Investmentthat was made a fter the Issue Dateis
(a) sold, disposed of or otherwise cancelled, liquidated or repaid, 100% of the
aggregate amount received in cash and the fairmarket value of the property and
marketable securities or other property received by the Issuer or any Restricted
Subsidiary, or (b) made in an entity that subsequently becomes a Restricted
Subsidiary, 100% of the fair market value of the Restricted Investment of the
Issuer and the Restricted Subsidiaries as of the date such entity becomes a
Restricted Subsidiary; p/us

(iv) to the extentthat any Unrestricted Subsidiary ofthe Issuer designated as such after
the Issue Date is redesignated as a Restricted Subsidiary or is merged or
consolidated into the Issuer ora Restricted Subsidiary, orall of the assets of such
Unrestricted Subsidiary are transferred to the Issuer or a Restricted Subsidiary,
the fair market value of the property received by the Issuer or Restricted
Subsidiary orthe Issuer’s Restricted Investment in such Subsidiary as of the date
of such redesignation, merger, consolidation or transfer of assets, to the extent
such investments reduced the Restricted Payments capacity under this clause (c)
and were not previously repaid or otherwise reduced; plus

v) 100% of any dividends or distributions received by the Issuer or a Restricted
Subsidiary a fter the Issue Date from an Unrestricted Subsidiary, to the extent that
such dividends or distributions were not otherwise included in the Consolidated
Net Income ofthe Issuer for suchperiod; plus

(vi) upon the full and unconditional release of a Restricted Investment that is a
guarantee made by theIssuer ora Restricted Subsidiary to any Person, an amount

equalto theamount of such guarantee.
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The preceding provisions will not prohibit any ofthe following (collectively, “ Permitted Payments™):

(D) the payment of any dividend or the consummation ofany redemption within 60 days a fter the date
of declaration of the dividend or giving of the redemptionnotice, as the case may be, if at the date
of declaration or notice, the dividend or redemption payment would have complied with the

provisions of the Indenture;

) the making of any Restricted Payment in exchange for, or out of or with the net cash proceeds of
the substantially concurrent sale or issuance (other than to a Subsidiary of the Issuer) of, Equity
Interests of the Issuer (other than Disqualified Stock or Designated Preference Shares) or from the
substantially concurrent contribution of common equity capital to the Issuer; provided that the
amount of any such net cash proceeds that are utilized for any such Restricted Payment will be
excluded from clause (c)(ii) of the preceding paragraph and will not be considered to be net cash
proceeds from an Equity Offering for the purposes ofthe “Optional Redemption” provisions of the

Indenture;

3) the repurchase, redemption, defeasance or otheracquisition or retirement for value of Subordinated
Obligations made in exchange for, or out of the proceeds of a substantially concurrent sale or

issuanceof, Permitted Refinancing Indebtedness;

4) any purchase, repurchase, redemption, defeasance or other acquisition or retirement of Subordinated

Obligations:

(a) (i) from Net Proceeds to the extent permitted under the covenant described under heading
“—Repurchase at the Option of Holders—Asset Sales,” but only if the Issuer shall have
first complied with the terms described under such covenant and purchased all Notes
tendered pursuant to any offer to repurchase all the Notes required thereby, prior to
purchasing, repurchasing, redeeming, defeasing or otherwise acquiring or retiring such
Subordinated Obligations and (ii) at a purchase price not greater than 100.000% of the
principal amount of such Subordinated Obligations plus accrued and unpaid interest and

any premium required by its terms;

(b) to the extent required by the agreement governing such Subordinated Obliga tions,
followingthe occurrence of a Change of Control (or othersimilarevent described therein
asa “change of control”), butonly (i) if the Issuershall have first complied with the terms
described under the covenant described under “—Repurchase at the Option of Holders—
Change of Control” and purchased all Notes tendered pursuant to the offer to repurchase
all the Notes required thereby, prior to purchasing, repurchasing, redeeming, defeasing or
otherwise acquiring orretiring such Subordinated Obligations and (ii) at a purchase price
not greater than 101.000% of the principal amount of such Subordinated Indebtedness plus

accruedandunpaid interestand any premium required by its terms; or

(© (1) consistingof Acquired Debt (other than Indebtedness incurred (a) to provide all orany
portion ofthe funds utilized to consummate the transaction or series of related transactions
pursuantto which such Person became a Restricted Subsidiary or was otherwise acquired
by the Issuer or a Restricted Subsidiary or (b) otherwise in connection with or
contemplation of suchacquisition) and (ii) at a purchase price not greater than 100.000%
of the principalamount of such Subordinated Obligations plusaccrued and unpaid interest

and any premium required by theterms of any Acquired Debt;

) the repurchase, redemption or other acquisition or retirement for value ofany Equity Interests of the
Issuer or any Restricted Subsidiary held by any current or former officer, director, employee or
consultantof the Issuer orany Restricted Subsidiary pursuantto any equity subscription agreement,
stock option agreement, restricted stock grant, shareholders’ agreement or similar agreement;
providedthat the aggregate price paid for all such repurchased, redeemed, acquired or retired Equity
Interests may not exceed U.S.$5.0 million during any calendar year; provided that any unused

amounts in any calendar year may be carried forward to the next calendar year;

6) the repurchase of Equity Interests deemed to occurupon the exercise of stock options to the extent

such Equity Interests represent a portion ofthe exercise price ofthose stock options;
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)

@®)

©)

(10)

(11)

(12)

(13)
(14)

(15)

(16)

(17)

the declarationand payment of regularly scheduled oraccrued dividends to holders of any class or
series of Disqualified Stock of the Issuer or any preferred stock ofany Restricted Subsidiary issued
on or after the Issue Date in accordance with the covenant described under “—Limitation on
Incurrence ofIndebtedness and Issuance of Preferred Stock™;

payments of cash, dividends, distributions, advances or other Restricted Payments by the Issuer or
any Restricted Subsidiary to allow the payment of cash in lieu of the issuance of fractional shares
upon (a) the exercise of options or warrants or (b) the conversion or exchange of Capital Stock of
any such Person;

advances or loans to (a) any future, present or former officer, director, employee or consultant of
the Issuerora Restricted Subsidiary to pay for the purchase or other acquisition for value of Equity
Interests of the Issuer (other than Disqualified Stock or Designated Preference Shares), or any
obligation under a forward sale agreement, deferred purchase agreement or deferred payment
arrangement pursuantto any management equity plan or stock option plan or any other management
or employee benefit or incentive plan or other agreement or arrangement or (b) any management
equity plan, employee benefit trust or stock option plan or any other management or employee
benefit orincentive planorunit trustor the trustees ofany such plan ortrustto pay for the purchase
or other acquisition for value of Equity Interests of the Issuer (other than Disqualified Stock or
Designated Preference Shares); provided that the total aggregate amount of Restricted Payments
madeunderthis clause(9) shallnot exceed U.S.$5.0 million atany time outstanding;

payments or distributions to dissenting shareholders pursuant to applicable law in connection with
or contemplation ofa merger, amalgamation, consolidation or transfer of assets that complies with
the applicable provisions of the Indenture relating to mergers, amalgamations, consolidations or

transfers of substantially allof a Guarantor’s assets;

the payment of any dividend (or, in the case of any partnership or limited liability company, any
similar distribution) by a Restricted Subsidiary to the holders of its Equity Interests (other than the
Issuerorany other Restricted Subsidiary) then entitled to participate in such dividends ona pro rata
basis orotherwise in compliance with the termsof the instruments governing such Equity Interests;

payments by the Issuer or any Restricted Subsidiary in an amount equal to (without duplication)
amounts constituting or to be used for purposes of making payments to the extent specified in
clauses (1), (4) and (5) of the second paragraph under “—Limitation on Transactions with
Affiliates”;

Restricted Payments thatare made with Excluded Contributions;

the declaration and paymentof dividends to holders ofany class orseries of Designated Preference
Shares of the Issuerissued a fter the Issue Date; provided, however, that, the amountofall dividends
declared orpaid pursuant to this clause (14) shallnotexceed thenetproceeds received by the Issuer
or the aggregate amount contributed in cash to the equity (other than through the issuance of
Disqualified Stock or an Excluded Contribution) of the Issuer from the issuance or sale of such
Designated Preference Shares;

any Restricted Payment; provided that the Consolidated Net Leverage Ratio on a pro forma basis
after giving effect to any such dividend, distribution, advance, loan or other payment and any
Indebtedness incurred in connectiontherewithdoesnotexceed3.00to 1.00;

payment of Receivables Fees and purchases of Receivables Assets pursuant to a Receivables
Repurchase Obligation in connection with a Qualified Receivables Financing; and

other Restricted Payments in an aggregate amount not to exceed the greater of U.S.$25.0 million
and 10.0% of Consolidated L2QA EBITDA in respect of any fiscal yearsince the [ssue Date, pro

rated forany partial fiscal year (including the fiscal year in which the Issue Date falls);

provided, however, that at the time of, and after giving effect to, any Permitted Payment under clauses (3), (4), (5),
(7), (8),(9), (12),(15)and (17),no Default or Event of Default shallhave occurred and be continuing or would occur
asa consequencethereof.
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The amount of all Restricted Payments (other than cash) will be the fair market value on the date of the
Restricted Payment of the assets or securities proposed to be transferred or issued by the Issuer or such Restricted
Subsidiary, as the case may be, pursuant to the Restricted Payment. The fair market value of any cash Restricted
Payment shallbe its face amount, and the fairmarket value of any non-cash Restricted Payment shall be determined
conclusively by Issueracting in good faith.

For purposes of determining compliance with this covenant, in the event that a Restricted Payment or
Investment (or portionthereof) meets the criteria of more than one ofthe categories of Permitted Payments described
in clauses (1) through (17) of the second paragraph ofthis covenant, oris permitted pursuant to the first paragraph of
this covenantand/or one ormore of the clauses contained in the definition of “Permitted Investments,” the Issuer will
be entitled to classify such Restricted Payment or Investment (or portionthereof) on the date of its payment or later
reclassify (based on circumstances existing on the date of such reclassification) such Restricted Payment or Investment
(or portion thereof) in any manner that complies with this covenant, including as an Investment pursuant to one or
more clauses contained in the definition of “Permitted Investments.”

Limitation on Incurrenceof Indebtedness and Issuance of Preferred Stock

The Issuer will not, and will not cause or permit any Restricted Subsidiary to, directly orindirectly, create,
incur, issue, assume, guarantee or otherwise become directly or indirectly liable, contingently or otherwise, with
respect to (collectively, “incur”’) any Indebtedness (including Acquired Debt), and the Issuer will not issue any
Disqualified Stock and will not permit any Restricted Subsidiary to issue any shares of preferred stock; provided,
however, that the Issuer may incur Indebtedness (including Acquired Debt) or issue Disqualified Stock and any
Restricted Subsidiary may incur Indebtedness or issue preferred stock, if on the date on which such Indebtedness is
incurred or such Disqualified Stock or preferred stock is issued, as the case may be, the Issuer’s Consolidated Net
Leverage Ratio would notexceed4.50to 1.00determined on a pro formabasis (includinga pro forma application of
the net proceeds therefrom), as if the Indebtedness had been incurred or the Disqualified Stock or preferred stock had
been issued on such date.

The first paragraph of this covenant will not prohibit the incurrence of any of the following items of
Indebtedness (collectively, “Permitted Debt”):

(1) the incurrence of Indebtedness under Credit Facilities in an aggregate principal amount at any one
time outstanding under this clause (1) not to exceed U.S.$75.0 million, plus in the case of any
refinancing ofany Indebtedness permitted under this clause (1) or any portion thereof, the aggregate
amount of fees, underwriting discounts, premiums and other costs and expenses incurred in
connection with suchrefinancing;

) Indebtedness outstanding on the Issue Date (other than Indebtedness described in clauses (1) and
(€))

3) the incurrence by the Issuer and the Guarantors of Indebtedness represented by the Notes (other than
Additional Notes) and the related Note Guarantees;

4) the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness representing Capital Lease
Obligations, mortgage financings, purchase money obligations or other Indebtedness incurred for
the purpose of financing all orany part ofthe purchase price, lease expense, rental payments or cost
of design, construction, installation or improvement of property, plant or equipmentor other assets
(including Capital Stock) used in the business of the Issuer or any Restricted Subsidiary, in an
aggregate principal amount, including all Permitted Refinancing Indebtedness incurred or issued to
renew, refund, refinance, replace, defease or discharge any Indebtedness incurred pursuant to this
clause (4), not to exceed the greater of U.S.$100.0 million and 25.0% of Consolidated L2QA
EBITDA at anytime outstanding;

(5) the incurrenceby the Issuerorany Restricted Subsidiary of Permitted Refinancing Indebtedness in
exchange for, orthe netproceeds of which areused torenew, refund, refinance, replace, defease or
discharge any Indebtedness (other than intercompany Indebtedness) incurred under the first
paragraph of this covenant or clauses (2), (3) or (12) of this paragraph orthis clause (5);

6) the incurrence by theIssuer orany Restricted Subsidiary of intercompany Indebtedness between or
amongthe Issuerorany Restricted Subsidiary; provided that:
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)

@)

©)

(10)

(11

(12)

(a) if the Issuer orany Guarantor is the obligor on such Indebtedness and the obligee is not the
Issuer or a Guarantor, such Indebtedness must be unsecured and ((i) except in respect of
the intercompany current liabilities incurred in the ordinary course of business in
connection with the cash management operations of the Issuer and the Restricted
Subsidiaries and (ii) only to the extent legally permitted (the Issuer and the Restricted
Subsidiaries having completed all procedures required in the reasonable judgment of
directors of officers of the obligee or obligor to protect such Persons from any penalty or
civil or criminal liability in connection with the subordination of such Indebtedness))
expressly subordinated to the prior payment in fullin cash of all Obligationsthen due with
respect to the Notes, in the case of the Issuer, or the Note Guarantee, in the case of a
Guarantor;and

(b) () any subsequent issuance or transfer of Equity Interests that results in any such
Indebtedness being held by a Person other than the Issuer or a Restricted Subsidiary and
(i) any sale or other transfer of any such Indebtedness to a Person that is not either the
Issuerora Restricted Subsidiary, will be deemed, in each case, to constitute an incumence
of such Indebtedness by the Issuer or such Restricted Subsidiary, as the case may be, that
wasnot permitted by this clause (6);

the issuance by any Restricted Subsidiary to the Issuer or to any other Restricted Subsidiary of
preferred stock; providedthat:

(a) any subsequent issuance or transfer of Equity Interests that results in any such prefemed
stock beingheld by a Person otherthantheIssuerora Restricted Subsidiary; and

(b) any sale or other transfer of any such preferred stock toa Person that is noteither the Issuer
or a Restricted Subsidiary, will be deemed, in each case, to constitutean issuance of such

preferred stock by such Restricted Subsidiary thatwas not permitted by this clause (7);

the incurrence by the Issuer or any Restricted Subsidiary of Hedging Obliga tions not for speculative
purposes (as determined in good faith by the Issuer orsuch Restricted Subsidiary, as the case may
be);

the guarantee by the Issuer or any Restricted Subsidiary of Indebtedness of the Issuer or any
Restricted Subsidiary to the extent that the guaranteed Indebtedness was permitted to be incumred
by another provision of this “Limitation on Incurrence of Indebtedness and Issuance of Prefemred
Stock” covenant; providedthat if the Indebtednessbeing guaranteed is subordinated to or pari passu
with the Notes or a Note Guarantee, then the guarantee must be subordinated or pari passu, as
applicable, to the same extentas the Indebtedness guaranteed,;

the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness in respect of workers’
compensation claims, self-insurance obligations, captive insurance companies, bankers’
acceptances, performanceand surety bonds in the ordinary course ofbusiness;

the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness arising from the honoring
by a bank or other financial institution of a check, draft or similar instrument inadvertently drawn
against insufficient funds, so longas such Indebtedness is covered within 30 Business Days;

Indebtedness of (a) any Person outstanding on the date on which such Person becomes a Restricted
Subsidiary or is merged, consolidated, amalgamated or otherwise combined with (including
pursuantto any acquisition of assets and assumption of related liabilities) the Issuer or any Restricted
Subsidiary (other than Indebtedness incurred to provide all or any portion of the funds used to
consummatethe transaction or series of related transactions pursuantto which such Person became
a Restricted Subsidiary or was otherwise acquired by the Issuer or a Restricted Subsidiary or
otherwise in connection with, or in contemplation of, such acquisition) or (b) the Issuer or any
Restricted Subsidiary incurred in relation to any such acquisition, merger, consolidation,
amalgamation or combination; provided, however, with respect to this clause (12), thatat thetime
of'the acquisition or other transaction pursuantto which such Indebtedness was incurred or deemed
to be incurred (x) the Issuer would have been able to incur U.S.$1.00 of additional Indebtedness
pursuant to the first paragraph of this covenant after giving effect to the incurrence of such
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(13)

(14)

(15)

(16)

(17)

Indebtedness pursuant to this clause (12) calculated on a pro_forma basis or (y) the Consolidated
Net Leverage Ratio would be equal to or less than the Consolidated Net Leverage Ratio immediately

priorto giving effect to such acquisition or other transaction on a pro forma basis;

Indebtedness arising from agreements of the Issuer or a Restricted Subsidiary providing for
customary indemnification obligations in respect of earnouts or other adjustments of purchase price
or, in each case, similar obligations, in each case, incurred or assumed in connection with the
acquisition or disposition of any businessorassets or Person or any Equity Interests ofa Subsidiary;
provided that the maximum liability of the Issuer and the Restricted Subsidiaries in respect of all
such Indebtedness shall at no time exceed the gross proceeds, including the fair market value of
non-cash proceeds (measured at the time received and without giving effect to any subsequent
changes in value), actually received by (or held in escrow as collateral for such Indebtedness for
laterrelease to) the Issuer and the Restricted Subsidiaries in connection with such disposition;

Indebtedness of the [ssuerand the Restricted Subsidiaries in respect of (a) letters of credit, surety,
performance or appeal bonds, completion guarantees, judgment, advance payment, customs, VAT
or other tax guarantees or similar instruments issued in the ordinary course of business of such
Person orin respect of any governmental requirementand not in connection with the borrowing of
money, including letters of credit or similar instruments in respect of self-insurance and workers
compensation obligations and any reimbursement obligations incurred in connection with the
foregoing, and (b) any customary cash management, cash pooling or netting or setting off
arrangements, including customary credit card facilities, entered into in the ordinary course of
business; provided, however, thatupon the drawing of such letters of credit or other instrument, such
obligations are reimbursed within 30 days following such drawing;

(a) customer deposits and advance payments received in the ordinary course of business from
customers for goodsorservices purchased in the ordinary course ofbusiness;

(b) Indebtedness owed on a short-term basis of no longer than 30 days to banks and other
financial institutions incurred in the ordinary course of business of the Issuer and the
Restricted Subsidiaries with such banks or financial institutions that arises in connection
with ordinary banking arrangements to manage cash balances of the Issuer and the
Restricted Subsidiaries; and

(©) Indebtedness incurred by the Issuerora Restricted Subsidiary in connection with bankers
acceptances, discounted bills of exchange or the discounting or factoring of receivables for
credit management of bad debt purposes, in each case incurred or undertaken in the
ordinary course of business;

Indebtedness of the Issuerand the Guarantors in an aggregate outstanding principal amount which,
when taken together with any Permitted Refinancing Indebtedness in respect thereof and the
principalamountofall other Indebtedness incurred pursuant to this clause (16) and then outstanding,
will not exceed 100% of the net proceeds received by the Issuer from the issuance or sale (other
than to a Restricted Subsidiary) of its Capital Stock (other than Disqualified Stock, Designated
Preference Shares or an Excluded Contribution) or otherwise contributed to the equity (other than
through the issuance of Disqualified Stock, Designated Preference Shares or an Excluded
Contribution) of the Issuer, in each case, subsequent to the Issue Date; provided, however, that (i)
any suchnet proceeds that are so received or contributed shall be excluded for purposes of making
Restricted Payments under the first paragraph and clauses (2) and (13) of the second paragraph of
the covenant described under “—Limitation on Restricted Payments” to the extent the Issuer and
the Restricted Subsidiaries incur Indebtedness in reliance thereon and (ii) any net proceeds that are
so received or contributed shall be excluded for purposes of incurring Indebtedness pursuantto this
clause (16)to the extent the Issuer orany Restricted Subsidiary uses such proceeds for purposes of
makinga Restricted Paymentunder the first paragraph or clause (2) or (13) ofthe second paragaph
of'the covenantdescribed under “—Limitation on Restricted Payments”;

guarantees by the Issuer or any Restricted Subsidiary granted to any trustee of any management
equity planorstock option plan orany other management or employee benefit orincentive planor
unit trust scheme approved by the Board of Directors of the Issuer, so long as the proceeds of the
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(18)

(19)
(20)

Indebtedness so guaranteed are used to purchase Equity Interests of the Issuer (other than
Disqualified Stock); providedthat the amount of any netcash proceeds from the sale of such Equity
Interests of the Issuer will be excluded from clause (c)(ii) of the first paragraph of the covenant
described under “—Limitation on Restricted Payments” and will not be considered to be net cash
proceeds from an Equity Offering for purposes of the “Optional Redemption” provisions of the
Indenture;

Indebtedness under daylight borrowing facilities incurred in connection with any refinancing of
Indebtedness (includingby way of set-off or exchange); provided that such Indebtedness doesnot
exceed the principal amountofthe Indebtednessbeing refinanced and the a ggregate amount of fees,
underwriting discounts, premiums and other costs and expenses incurred in connection with such
refinancing, so longas any such Indebtedness is repaid within five days of the date on which such
Indebtedness is incurred;

Indebtedness incurred by a Receivables Subsidiary in a Qualified Receivables Financing; or

Indebtedness incurred by the Issuerorany Restricted Subsidiary in an aggregate principal amount
at any one time outstanding under this clause (20), not to exceed the greater of U.S.$80.0 million
and 20.0% of Consolidated L2QA EBITDA.

For purposes of determining compliance with this “Limitation on Incurrence of Indebtedness and Issuance
of Preferred Stock™ covenant:

)

)

3)

)

in the event that an item of Indebtedness meets the criteria of more than one of the categories of
Permitted Debt described in clauses (1) through (20)above, oris entitled to be incurred pursuant to
the first paragraph of this covenant, the Issuer, in its sole discretion, will be permitted to classify
such item of Indebtedness on the date of its incurrence and only be required to include theamount
and type of such Indebtedness in one of such clauses and will be permitted on the date of such
incurrence to divide and classify an item of Indebtedness in more than one of the types of
Indebtedness described in the first and second paragraphs of this covenant, from time to time to
reclassify all or a portion of such item of Indebtedness, in any manner that complies with this
covenant. AllIndebtednessunder the Credit Facilities outstanding on the Issue Date shall be deemed
to have been incurred under clause (1) of the second paragraph of this covenant and may not be
reclassified;

guarantees of, or obligations in respect of letters of credit, bankers’ acceptances or other simiar
instruments relating to, or Liens securing, Indebtedness that is otherwise included in the

determination ofa particularamount of Indebtedness shallnot be included;

if obligations in respect of letters of credit, bankers’ acceptances or other similar instruments are
incurred pursuantto any Credit Facility and are being treated asincurred pursuant to clauses (1), (4)
or(16)of'the second paragraph above or the first paragraph above and the letters of credit, bankers’
acceptances or other similar instruments relate to other Indebtedness, then such other Indebtedness
shallnotbe included;and

Indebtedness permitted by this covenantneed not be pemnitted solely by reference to one provision
permitting such Indebtedness butmay be permitted in part by one such provision and in part by one

or more other provisions of this covenant permitting such Indebtedness.

The accrual of interest or preferred stock dividends, theaccretion oramortization of originalissue discount,
the payment of interest on any Indebtedness in the form of additional Indebtedness, the reclassification of prefemed
stock as Indebtedness due to a change in accounting principles, and the payment of dividends on preferred stock or
Disqualified Stock in the form of additional shares of the same class of preferred stock or Disqualified Stock will not
be deemed tobe an incurrence of Indebtedness or anissuance of preferred stock or Disqualified Stock for purposes of

this covenant.

For purposes of determining compliance with the definition of “Consolidated Net Leverage Ratio” on the
date of any proposed incurrence of Indebtedness, the U.S. dollar equivalent principal amount of Indebtedness
denominated in a different currency and cash and Cash Equivalents other than U.S. dollars shall be utilized, calculated
based onthe relevant currency exchange rate in effecton the date such Indebtedness wasincurred or, at the option of
the Issuer, the date first committed, in the case of Indebtedness incurred under Credit Facilities; provided that (i) if
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such Indebtedness denominated in currency other than U.S. dollars is subject to a Currency Exchange Protection
Agreement with respect to U.S. dollars the amount of such Indebtedness expressedin U.S. dollars will be calculated
so as to take account of the effects of such Currency Exchange Protection Agreement; and (i) the U.S. dollar
equivalent ofthe principalamount of any such Indebtedness outstanding on the Issue Date shallbe calculated based
on the relevantcurrency exchange ratein effect onthe Issue Date.

The principal amount of any refinancing Indebtedness incurred in the same currency as the Indebtedness
being refinanced will be the U.S. dollar equivalent of the Indebtedness refinanced determined on the date such
Indebtedness was originally incurred, exceptthatto theextent that:

(D) such U.S. dollarequivalent was detemined based on a Currency Exchange Protection Agreement,
in which case the refinancing Indebtedness will be determined in accordance with the preceding

sentence and paragraph; or

) the principal amount of the refinancing Indebtedness exceeds the principal amount of the
Indebtedness being refinanced, in which case the U.S. dollar equivalent of such excess will be
determined on thedatesuchrefinancing Indebtedness is being incurred.

Notwithstanding any other provision of this covenant, the maximum amountof Indebtedness that the Issuer
orany Restricted Subsidiary may incur pursuantto this covenant shallnot be deemed to be exceeded solely as a result
of fluctuations in exchange rates or currency values.

The amountof any Indebtedness outstandingas of any date will be:

(1) in the case of any Indebtedness issued with original issue discount, the amount of the liability n
respect thereof determined in accordance with IFRS;

) the principalamount ofthe Indebtedness, in the case ofany other Indebtedness;

3) in respect of Indebtedness of another Person secured by a Lien on the assets ofthe specified Person,
the lesser of:

(a) the fairmarket value of suchassets at thedate of determination; and
(b) the amount of the Indebtedness of the other Person;

4) any “parallel debt” obligation relating to Indebtedness that is otherwise included in the
determination ofa particularamount of Indebtedness shallnot be included; and

) the principal amount of any Disqualified Stock of the Issuer or preferred stock of a Restricted
Subsidiary, which willbe equalto the greater of the maximum mandatory redemption or repurchase
price (not including, in either case, any redemption or repurchase premium) or the liquidation
preference thereof.

Anti-Layering

Neither the Issuer nor any Guarantor will incur any Indebtedness (including Permitted Debt) that i
contractually subordinated in right of paymentto any other Indebtedness of the Issuer or such Guarantor unless such
Indebtedness is also contractually subordinated in right of payment to the Notes and the applicable Note Guarantee
on substantially identical (or more favorable) terms; provided, however, that no Indebtedness will be deemed to be
contractually subordinated in right of payment to any other Indebtedness of the Issuer orany Guarantor solely (1) by
virtue of beingunsecured, (2) by virtue of being secured with differentcollateral, (3) by virtue of beingsecuredona
junior priority basis, (4) by virtue of not being guaranteed or (5) by virtue of the application of waterfall or other
paymentordering provisions affecting different tranches of Indebtedness under Credit Facilities.

Limitation on Liens

The Issuer will not,and will not cause or permit any Restricted Subsidiary to, directly orindirectly, create,
incur, assume or otherwise cause or suffer to exist or become effectiveany Lien (an “Initial Lien”) of any kind securing
Indebtedness uponany oftheir property or assets,now owned or hereafter acquired, except (1) Permitted Liens; or (2)
if such Lien isnot a Permitted Lien, to theextentthat all Obligations due under the Indenture, the Notes and the Note
Guarantees are, in each case, secured onanequal andratable basis oron a priority basis with the Obligations secured
by the Initial Lien (and ona priority basis if such Obligations secured by the Initial Lien are subordinated in right of
paymentto either the Notes or any Note Guarantee). With respectto any Lien securing Indebtedness that was permitted
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to secure such Indebtedness at the time of the incurrence of such Indebtedness, such Lien shall also be pemitted to
secure any Increased Amount of such Indebtedness. The “Increased Amount” of any Indebtedness shall mean any
increase in theamount of such Indebtedness in connection with any accrual of interest, theaccretion ofaccreted value,
the amortization of original issue discount, the payment of interest in the form of additional Indebtedness with the
same terms, accretion of originalissue discount or liquidation preference and increases in the amount of Indebtedness
outstanding solely as a result of fluctuations in the exchange rate of currencies or increases in the value of property
securing such Indebtedness.

Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries

The Issuerwill not, and willnot cause or permit any Restricted Subsidiary to, directly orindirectly, create or
permit to exist or become effective any consensual encumbrance or restriction on the ability of any Restricted
Subsidiary to:

(D) pay dividends or make any other distributions on its Capital Stock to the Issuer or any Restricted
Subsidiary, or with respect to any other interest or participation in, or measured by, its profits, or
pay any Indebtedness owed to the Issuer orany Restricted Subsidiary;

) makeloans oradvances to theIssuer orany Restricted Subsidiary; or

3) sell, lease or transfer any of its properties or assets to the Issuer or any Restricted Subsidiary;
provided that (x) the priority of any preferred stock in receiving dividends or liquidating
distributions priorto dividends or liquidating distributions being paid on common stock and (y) the
subordination of (including the application of any standstill period to) loans or advances made to
the Issuer or any Restricted Subsidiary to other Indebtedness incurred by the Issuer or any Restricted
Subsidiary, in each case, shallnot be deemedto constitute such an encumbrance or restriction.

However, the preceding restrictions will not apply to encumbrances or restrictions existing under or by reason
of:

(1) any encumbrance or restriction pursuant to (a) the Indenture, the Notes or the Note Guarantees or
(b) any other agreement or instrument in effecton the Issue Date;

) agreements governing other Indebtedness permitted to be incurred under the provisions of the
covenant described under “—Limitation on Incurrence of Indebtedness and Issuance of Prefemred
Stock” and any amendments, restatements, modifications, renewals, supplements, refundings,
replacements orrefinancings of those a greements; providedthat the restrictions therein (a) arenot
materially less favorable tothe holders of the Notes than is customary in comparable financings (as
determined in good faith by the Issuer); or (b) would not, in the good faith determination of the
Issuer, materially impair the ability of the [ssuer to make payments on the Notes;

3) applicable law, rule, regulation or order or the terms of any license, authorization, concession or
permit;
“4) any instrument governing Indebtedness or Capital Stock of a Person acquired by the Issuer orany

Restricted Subsidiary as in effect at the time of such acquisition (except to the extent such
Indebtedness or Capital Stock was incurred in connection with or in contemplation of such
acquisition), which encumbrance or restriction is not applicable to any Person, or the properties or
assets of any Person, other than the Person, or the property or assets of the Person, so acquired;
provided that, in the case of Indebtedness, such Indebtedness was permitted by the terms of the
Indenture to be incurred,;

5) purchase money obligations for property acquired in the ordinary course of business and Capital
Lease Obligations that impose restrictions on the property purchased or leased of the nature

described in clause(3) of the preceding paragraph;
6) any encumbrance or restriction:

(a) entered into in the ordinary course of business that restricts in a customary manner the
subletting, assignment or transfer of any property orasset that is subject toa lease, license
or similar contract, orthe assignmentortransfer of any lease, license or other contract;
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(b) contained in mortgages, pledges or other security agreements permitted under the Indenture
or securing Indebtedness of the Issuer or a Restricted Subsidiary permitted under the
Indenture to the extent such encumbrances or restrictions restrict the transfer of the
property or assets subject to such mortgages, pledges or other security a greements; or

(c) pursuantto customary provisionsrestricting dispositions ofreal property interests set forth
in any reciprocal easement agreements ofthe Issuer orany Restricted Subsidiary;

any agreement for the sale or other disposition of the Capital Stock orall or substantially all of the
property and assets of a Restricted Subsidiary that restricts distributions by that Restricted
Subsidiary pendingits sale or other disposition;

Permitted Refinancing Indebtedness; provided that the restrictions contained in the a greements
governing such Permitted Refinancing Indebtedness are not materially more restrictive, takenas a
whole, than those contained in the agreements governing the Indebtedness being refinanced as
determined in good faith by the Issuer or would not in the good faith determination of the Issuer,
materially impair the ability of the [ssuer to make payments on the Notes;

Liens permitted to be incurred under the provisions of the covenantdescribed under “—Limitation
on Liens” that limit the right of the debtorto dispose of theassetssubject to such Liens;

customary provisions limiting the disposition or distribution of assets or property in joint venture
agreements, asset sale agreements, sale-leaseback agreements, stock sale agreements and other
similar agreements in the ordinary course of business (including agreements entered into in
connection with an Investment), which limitationis applicable only to the assets thatare the subject
of such agreements;

restrictions on cash or other deposits or net worth imposed by customers or suppliers or required by
insurance, surety or bonding companies, in each case, under contracts entered into in the ordinary
course of business;

restrictions effected in connection with a Qualified Receivables Financing that, in the good faith
determination of the Board of Directors of the Issuer, are necessary or advisable to effect such
Qualified Receivables Financing;

any encumbrance or restriction pursuantto orancillary to Hedging Obligations; or

any encumbrance or restriction existing under any agreement that extends, renews, refinances or
replaces the agreements containing the encumbrances or restrictions in the foregoing clauses (1)
through (13), orin this clause (14); provided that the temms and conditions of any such encumbrances
or restrictions are no more restrictive in any material respect than those under or pursuant to the
agreement so extended, renewed, refinanced or replaced or would not in the good faith
determination of the Issuer, materially impair the ability of the Issuer to make payments on the
Notes.

Merger, Consolidation or Saleof Assets

The Issuer

The Issuer will not (a) consolidate or merge with or into another Person (whether or not it is the surviving
corporation) or (b) sell, assign, transfer, lease, convey orotherwise disposeof all or substantially all of its properties

and assets as anentirety or substantially as an entirety in one or more related transactions, to another Person, unless:

(1)

2)

either: (a) the Issuer is the surviving Person; or (b) the Person formed by or surviving any such
consolidation or merger (if other than the Issuer) or to which such sale, assignment, transfer,
conveyance, lease or other disposition has been made is an entity organized or existing under the
laws of any OECD Member, any member state of the European Union, or any state of the United
States orthe District of Columbia;

the Person formed by or surviving any such consolidation or merger with the Issuer (if other than
the Issuer) or the Person to which such sale, assignment, transfer, conveyance, lease or other
disposition has beenmadeassumesall the obligations ofthe Issuer under the Notes and the Indenture
by executionof a supplemental indenture;
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3) immediately after such transaction, no Default or Event of Default exists;

4) the Issuerorthe Person formed by or surviving any such consolidation or merger (if other than the
Issuer), orto which such sale, assignment, transfer, conveyance, lease or other disposition has been
made would, on the date of such transaction after giving pro forma effect thereto and any related
financing transactions as if the samehad occurred at the beginning of the applicable annualized two
consecutive fiscal quarter period (a) be permitted to incur at least U.S.$1.00 of additional
Indebtedness pursuantto the Consolidated Net Leverage Ratio testset forthin the first paragaph of
the covenant described under “—Limitation on Incurrence of Indebtedness and Issuance of Prefemred
Stock” or(b) have a Consolidated Net Leverage Ratio not greater than it was immediately prior to

giving effect tosuch transaction; and

5) the Issuer delivers to the Trustee, in form and substance reasonably satisfactory to the Trustee, an
Officer’s Certificate and opinion of counsel, in each case, stating that such consolidation, merger or
transfer and such supplemental indenture (if any) comply with this covenantand thatall conditions
precedent in the Indenture relating to such transaction and the execution of such supplemental
indenture (if any) have been satisfied and that the Indenture and the Notes constitutelegal, valid and
bindingobligations of the Issuer or of the Person formed by orsurviving any such consolidation or
merger orto which such sale, assignment, transfer, conveyance, lease or other disposition has been
made (asapplicable) enforceable in accordance with their terms.

The Guarantors

A Guarantor will not, directly orindirectly: (1) consolidate or merge with orinto another Person (whether or
not such Guarantoris the surviving corporation) or (2) sell, assign, transfer, lease, convey or otherwise dispose ofall
orsubstantially all of the properties or assets of such Guarantor and its Subsidiaries that are Restricted Subsidiaries as
an entirety or substantially as an entirety in one or more related transactions, to another Person, unless:

(1) either:
(a) such Guarantoris the surviving Person; or
(b) the Person formed by or surviving any such consolidation or merger (if other than such
Guarantor) or the Person to which such sale, assignment, transfer, conveyance, lease or
other disposition has been made assumes all the obligations of such Guarantor under its
Note Guarantee and theIndenture by execution ofa supplemental indenture;
2) immediately after giving pro forma effectto such transaction or transactions (and treating any

Indebtedness which becomes an obligation of the surviving corporation as a result of such
transactionas havingbeen incurred by the surviving corporation at the time of such transaction or
transactions), no Default or Eventof Default exists; and

3) the Issuer delivers to the Trustee, in form and substance reasonably satisfactory to the Trustee, an
Officer’s Certificate and opinion of counsel, in each case, stating that such consolidation, merger or
transfer and such supplemental indenture (if any) comply with this covenantand thatall conditions
precedent in the Indenture relating to such transaction and the execution of such supplemental
indenture (if any) have been satisfied and that the Indenture and the Note Guarantee constitute legal,
valid and binding obligations of the Guarantor or of the Person formed by or surviving any such
consolidation and merger or to which such sale, assignment, transfer, conveyance, lease or other
disposition has been made (as applicable) enforceable in accordance with their terms.

General

This “Merger, Consolidation or Sale of Assets” covenant will not apply to (a) any consolidation or merger
of any Restricted Subsidiary that isnot a Guarantor with andinto the Issuerora Guarantor; or (b) any consolidation
ormerger of any Guarantor with orinto the Issuer or any other Guarantor; provided that, in the caseof(a) and (b) and,
with respect to the Issuer, the paragraph of this covenantunder the caption “The Issuer” willbe complied with. Clause
(2) of the paragraph of this covenant under the caption “TheIssuer” will not apply to any merger or consolidation of
the Issuer or any Guarantor with or into an Affiliate solely for the purpose of reincorporating the Issuer or such
Guarantor in another jurisdiction. Upon any consolidation or merger, or any sale, assignment, transfer, lease,
conveyance or otherdispositionof all orsubstantially all of the properties or assets ofthe Issuer orany Guarantor in
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a transaction that is subject to, and that complies with the provisions of, this covenant, the successor Person foomed
by such consolidation or into or with which the Issuer or such Guarantor is merged orto which suchsale, assignment,
transfer, lease, conveyanceor other dispositionis made shall succeed to, and be substituted for (so that from and after
the date of such consolidation, merger, sale, assignment, transfer, lease, conveyance or other disposition, the
provisions of the Indenture referring to the “Issuer” or the “Guarantor,” as applicable, shall refer instead to the
successor Person and not to the Issuer or such Guarantor), and may exercise every right and power of the Issuer or
such Guarantor under the Indenture and the Notes or the Note Guarantee, as applicable, with the same effect as if such
successor Person had been namedas the Issuer or such Guarantor, as applicable, therein; provided, however, thatthe
predecessor Issuershallnot be relieved from the obligation to pay the principal of, premium on, if any, interestand
Additional Amounts, if any, on, theNotes except in the case ofa sale of allof the Issuer’s assets in a transaction that
is subject to, and that complies with the provisions of, this covenant.

Limitation on Transactions with Affiliates

The Issuer willnot, and willnot cause or permit any Restricted Subsidiary to, directly or indirectly, enter into
or conduct any transaction or series of related transactions (including the purchase, sale, lease or exchange of any
property or the rendering of any services) with any Affiliate of the Issuer (any such transaction or series of related
transactions being, an “Affiliate Transaction”) involving a ggregate value in excess of U.S.$ 10 million, unless:

(1) the Affiliate Transaction is onterms that are not materially less favorable to theIssuer or therelevant
Restricted Subsidiary than those thatwould have been obtained in a comparable transaction by the
Issuerorsuch Restricted Subsidiary with anunrelated Person; and

) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving
aggregate value in excess of U.S.$50.0 million, a resolution of the Board of Directors of the I'ssuer
set forth in an Officer’s Certificate certifying that such Affiliate Transaction complies with this
covenant and that such Affiliate Transaction has been approved by a majority of the independent
members ofthe Board of Directors of the Issuer, or, if there arenotsufficient independent members
of the Board of Directors of the Issuer to form a majority, by all of the members of the Board of
Directors; and, in addition,

3) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving
aggregate considerationin excess of U.S.$75.0 million, a written opinion of anaccounting, appraisal
or investing banking firm of international standing with experience appraising the terms and
conditions ofthe type of transaction or series of related transactions for which an opinion is required,
statingthatthe transaction orseries of related transactions is (i) fairto the Issuer orsuch Restricted
Subsidiary from a financial point of view taking into account all relevant circumstances or (ii) on
terms not less favorable than might have been obtained in a comparable transactionatsuch timeon

anarm’s length basis from a Personwho isnot an Affiliate.

The followingitems will not be deemed to be Affiliate Transactions and, therefore, will not be subjectto the
provisions of the prior paragraph:

(1) any issuance or sale of Capital Stock, options, other equity-related interests or other securities, or
other payments, awards or grants in cash, securities or otherwise pursuant to, orthe funding of, or
entering into, or maintenance of, any employment, consulting, collective bargaining or benefi plan,
program, agreement or arrangement, related trust or other similar agreement and other compensation
arrangements, options, warrants or other rights to purchase Capital Stock of the Issuer or any
Restricted Subsidiary, restricted stock plans, long-term incentive plans, stock appreciation rights
plans, participation plansor similar employee benefits or consultants’ plans or indemnities provided
on behalf of officers, employees, directors or consultants approved or ratified by the Board of
Directors of the Issuer;

) transactions between oramongthe Issuerand/or any Restricted Subsidiary, or between and among
the Restricted Subsidiaries and any Receivables Subsidiary;

3) any transaction in the ordinary course of business between or among the Issuer or any Restricted
Subsidiary and any Affiliate of the Issuer that would constitute an Affiliate Transaction solely
because the Issuerora Restricted Subsidiary orany AffiliateoftheIssuerora Restricted Subsidiary
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or any Affiliate of any Permitted Holder owns an equity interest in or otherwise controls such
Affiliate;

paymentof reasonable and customary fees and reimbursements of expenses (pursuant to indemnity
arrangements or otherwise) of officers, directors, employees or consultants of the Issuer or any
Restricted Subsidiary;

the execution, delivery and perfomance of any Tax Sharing Agreement or any arrangement
pursuant to which the Issuer or any Restricted Subsidiary is required or permitted to fik a
consolidated tax return, or the formation and maintenance of any consolidated group for tax,
accounting or cash pooling or management purposes in the ordinary course of business;

any Restricted Paymentthat is permitted pursuantto the covenant described under “—Limitation on
Restricted Payments”;

any Permitted Investment (other than Permitted Investments described in clauses (3), (10)and (15)
of the definition thereof);

issuances orsales of Capital Stock (other than Disqualified Stock or Designated Preference Shares)
of'the Issuer or options, warrants or other rights to acquire such Capital Stock;

transactions pursuant to, or contemplated by any agreement in effect on the Issue Date and
transactions pursuant to any amendment, modification or extension to such agreement, so long as
such amendment, modification or extension, taken as a whole, is not materially more
disadvantageous to the holders of the Notes than the original agreement as in effect on the Issue
Date;

transactions with customers, clients, suppliers, or purchasers or sellers of goods or services or
providers of employees or other labor, in each case in the ordinary course of business and otherwise
in compliance with thetermsofthe Indenturethat are fairto the Issuer or the Restricted Subsidiaries,
in the reasonable determination of the members of the Board of Directors of the Issuer, or are on
termsat leastas favorable as mightreasonably have been obtained at such time from an unaffiliated
Person;

transactions, agreements or other arrangements with customers, suppliers, contractors, lessors or
sellers of goods orservices that are negotiated with an Affiliate, in each case, which are otherwise
in compliance with the terms of the Indenture; providedthat the terms and conditions of any such
transaction, agreement or other arrangement as applicable to the Issuer and the Restricted
Subsidiaries are fairto the Issuerand the Restricted Subsidiaries and are on temms no less favorable
to the Issuerandthe Restricted Subsidiaries than those that could havereasonably been obtained in
respect of ananalogous transaction or a greement that would not constitute an Affiliate Transaction
(in each case, as determined in good faith by the Board of Directors of the Issuer);

any participation in a rights offer or public tender or exchange offer for publicly-held securities or
debt instruments issued by the Issuer or any Restricted Subsidiary that are conducted on arm’s-
length terms and provide for the same price or exchange ratio, asthe case may be, to all holders
accepting suchrights, tender or exchange offer;

transactions between the Issuer or any Restricted Subsidiary and any other Person that would
constitute an Affiliate Transaction solely because a director of such other Person is also a director
of'the Issuer; provided, however, that such director abstains from votingas a director of the Issuer
on any matter including such other Person;

any transaction effected as part ofa Qualified Receivables Financing; and

Management Advances.

Additional Note Guarantees

The Issuer will cause each Restricted Subsidiary that:

(1

becomes a borrower under any Credit Facility or that guarantees on the Issue Date or at any time

thereafter, the Obligations under any Credit Facility or any other Indebtedness of the Issuer orany Guarantor; or
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) would meet the definition of “significant subsidiary” under Rule 1-02(w) of Regulation S-Xunder
the Exchange Act

to promptly provide a Note Guarantee by executing and delivering to the Trustee a supplemental indenture to the
Indenture pursuant to which such Restricted Subsidiary will irrevocably and unconditionally guarantee, on a jointand
several basis, the full and prompt payment of the principal of, premium, if any, and interest (including Additional
Amounts) in respect of the Notes on a senior unsubordinated basis and all other Obligations of the Issuer under the
Indenture.

In addition, if at any time the [ssuer and the Guarantors, taken together, would represent less than 90.0% of
the Issuer’s and its Subsidiaries’ consolidated revenues or less than 90.0% ofthe Issuer’s and its Subsidiaries’
Consolidated L2QA EBITDA (calculated for these purposes only, in both such cases, by excludingany Subsidiaries
that have been designated as Unrestricted Subsidiaries pursuant to the applicable provisions of the Indenture), the
Issuer will promptly cause one or more Restricted Subsidiaries who are not Guarantors to become Guarantors in
accordance with the preceding paragraph such that the Issuer and the Guarantors, taken together, represent at least
90.0% of'the Issuer’s and its Subsidiaries’ consolidated revenues and at least 90.0% of the Issuer’s and its Subsidiaries’
Consolidated L2QA EBITDA (calculated for these purposes only, in both such cases, by excludingany Subsidiaries
that have been designated as Unrestricted Subsidiaries pursuant to the applicable provisions ofthe Indenture).

Designation of Restricted and Unrestricted Subsidiaries

The Board of Directors ofthe Issuer may designate any Restricted Subsidiary to be an Unrestricted Subsidiary
if that designation would not cause a Default. If a Restricted Subsidiary is designated as an Unrestricted Subsidiary,
the aggregate fairmarket value of all outstanding Investments owned by the Issuerand the Restricted Subsidiaries in
the Subsidiary designated as an Unrestricted Subsidiary will be deemed to be an Investment made as of the time of
the designationand will reduce the amountavailable for Restricted Payments under the covenantdescribed under “—
Limitation on Restricted Payments” or under one or more clauses of the definition of “Permitted Investments,” as
determined by the Issuer. That designation will only be permitted if the Investment would be permitted at that time
and if the Restricted Subsidiary otherwise meets the definition ofan Unrestricted Subsidiary.

Any designation ofa Subsidiary of the Issueras an Unrestricted Subsidiary willbe evidenced to the Trustee
by filing with the Trustee a copy of a resolution of the Issuer’s Board of Directors giving effect to such designation
and an Officer’s Certificate certifying that such designation complies with the preceding conditions and waspermitted
by the covenant described under “—Limitation on Restricted Payments.” If, atany time, any Unrestricted Subsidiary
would fail to meet the preceding requirements as an Unrestricted Subsidiary, it will thereafter cease to be an
Unrestricted Subsidiary for purposes of the Indenture and any Indebtedness of such Subsidiary will be deemed to be
incurred by a Restricted Subsidiary as of such dateand, if such Indebtedness is not permitted to be incurred as of such
date under the covenant described under “—Limitation on Incurrence of Indebtedness and Issuance of Prefened
Stock,” the Issuer will be in default of such covenant. The Board of Directors ofthe Issuer may atany time designate
any Unrestricted Subsidiary to be a Restricted Subsidiary; provided that such designation will be deemed to be an
incurrence of Indebtedness by a Restricted Subsidiary of any outstanding Indebtedness of such Unrestricted
Subsidiary, and such designation will only be permitted if (1) such Indebtedness is permitted under the covenant
described under “—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock,” calculated on a pro

forma basis as if such designation had occurred at thebeginning ofthe a pplicable reference period; and (2) no Default
or Event of Default would be in existence following such designation.

Reports
Forso longasany Notes areoutstanding, the [ssuer will furnish to the Trusteethe followingreports:

(1) On orbefore April 30 following the end of each ofthe Issuer’s fiscal years (beginning with the fiscal
year ended on December 31, 2020), an annual report containing the following information: (a)
audited consolidated balance sheetof the Issuerasof the end ofthe two most recent fiscal years and
audited consolidated income statements and statements of cash flow of the Issuer for the two most
recent fiscal years, including complete footnotes to such financial statements and the report of the
independentauditors on the financial statements; (b) pro forma income statement and balance sheet
information of the Issuer (which need not comply with Article 11 of Regulation S-X under the
Exchange Act), together with explanatory footnotes, for any material acquisitions, dispositions or
recapitalizations that have occurred since the beginning of the most recently completed fiscal year
to which such annual report relates (unless such pro forma information has been provided in a
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previous report pursuant to clause (2) or (3) below (provided that such pro forma financial
information will be provided only to the extent available without unreasonable expense, in which
case, the Issuer will provide, in the case of a material acquisition, acquired company financial
statements)); (c) a discussion of the results of operations, a discussion of financial condition and
liquidity and capital resources, and a discussion of material commitments and contingencies and
criticalaccountingpolicies; (d) a description ofthe business, management and shareholders of the
Issuer and material affiliate transactions; and (¢) material risk factors and material recent
developments that have arisen or occurred since the Issue Date orthe most recent report delivered
to the Trustee pursuant to this clause (1) or pursuant to clause (2) below, as thecase may be;

) within 20 Business Days following the end ofeach oftheIssuer’s fiscal quarters (provided that each
reportrelatingto the fourth fiscal quarter shallbe deemed to be preliminary until such time as the
Issuerissues anannual reportin accordance with clause (1) above), quarterly reports containing the
following information: (a) anunaudited condensed consolidated balance sheetoftheIssuer as ofthe
end of such quarter and unaudited condensed statements of income and cash flow of the Issuer for
the quarterly and year to date periods ending on the unaudited condensed balance sheet date, and
the comparable prior year periods for the Issuer, together with condensed footnote disclosure; (b)
pro forma income statement and balance sheet information of the Issuer (which need not comply
with Article 11 of Regulation S-X under the Exchange Act), together with explanatory footnotes,
forany material acquisitions, dispositions or recapitalizations thathave occurred since the beginning
of the most recently completed fiscal quarter to which such quarterly report relates (provided that
such pro forma financial information will be provided only to the extent available without
unreasonable expense, in which case, the [ssuer will provide, in the case of a material acquisition,
acquired company financial statements); (c) a discussion ofthe consolidated financial condition and
results of operations ofthe Issuer, and any material change between the current quarterly periodand
the corresponding period oftheprior year; and (d) material recent developments thathave arisen or
occurred since the Issue Date or the most recent report delivered to the Trustee pursuant to this
clause (2) orpursuant to clause (1) above, as the casemaybe;and

3) promptly afterthe occurrence of any material acquisition, disposition orrestructuring of the I'ssuer
and the Restricted Subsidiaries, taken as a whole, or any change to the Chief Executive Officer,
Chief Financial Officer or external auditors of the Issuer orany other material event that the Issuer
or any Restricted Subsidiary announces publicly, information describing such event.

In addition, if the Issuer has designated any of its Subsidiaries as Unrestricted Subsidiaries and such
Subsidiaries are Significant Subsidiaries, then the quarterly and annual financial information required by the preceding
paragraph will include a reasonably detailed presentation, either on the face of the financial statements or in the
footnotes thereto, of the financial condition and results of operations of the Issuer and the Restricted Subsidiaries
separate from the financial conditionand results of operations ofthe Unrestricted Subsidiaries ofthe Issuer.

In addition, forso longas Notes remain outstanding, the Issuer will furnish to the holders of the Notesand
to securities analysts and prospectiveinvestors, upon theirrequest, the information required to be delivered pursuant
to Rule 144 A(d)(4) underthe Securities Act.

Substantially concurrently with theissuance to the Trustee ofthe reports specified in clauses (1), (2)and (3)
above, the Issuer shall also (a) useits commercially reasonable efforts (i) to post copies of such reports on such website
as may be then maintained by the Issuer or (ii) otherwise to provide substantially comparable availability of such
reports to holders (as determined by the Issuerin good faith) or (b) to the extent the Issuer detemines in good faith
that it cannot make suchreportsavailable in the manner described in the preceding clause (a) owingto applicable law
or after the use of its commercially reasonable efforts, furnish such reports to the holders and, upon their request,
prospective purchasers ofthe Notes. For the avoidance of doubt, there shall be no requirementto issue the information
specified in clause(3) above to the Trusteeif it shallalready havebeen made publicly available under clause (a)() of
this paragraph.

Delivery of reports, information and documents to the Trustee is for informational purposes only and the
Trustee’s receipt of such shallnot constitute constructivenotice ofany information contained therein or detemminable
from information contained therein, including the Issuer’s or any other person’s compliance with any of'its covenants
underthe Indenture (as to which the Trustee is entitled to rely exclusively on the Officer’s Certificates). The Trustee
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shallhave noduty to determine whether any reports have been furnished and/or published on the website maintained
forsuch purpose.

Appointment of Independent Directors

The Issuer will (i) appointto the Board of Directors ofthe Issuer atleast four directors who are “independent”
under the Ley del Mercado de Valores (Mexican Securities Market Law) no later than December 31, 2020, and (ii)
maintain theratio of independent members to non-independent members ofthe Board of Directors of the Issueratno
less than four out of nine; provided thatthe Issuer willhavea 90-day grace period to comply with each ofthe foregoing

clauses (i) and (ii).

Suspension of Certain Covenants when Notes Have Investment Grade Rating
If on anydatefollowingthelssue Date:
(1) the Notes have Investment Grade Rating from each ofthe Rating Agencies;and
) no Default or Event of Default shallhave occurred and be continuing on such date,

then, beginning on that day and continuing until such time, if any, at which the Notes cease to have an Investment
Grade Rating from any Rating Agency (such period, the “Suspension Period”), the covenantsspecifically listed under
the following headings will no longer be applicable to the Notes and any related default provisions of the Indenture
will cease to be effectiveand willnot be applicable to the Issuer and the Restricted Subsidiaries:

(1) “—Repurchaseat the Option of Holders—Asset Sales”;

) “—Limitation on Restricted Payments”;

3) “—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock™;

4) “—Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries”;
) “—Designation of Restricted and Unrestricted Subsidiaries”;

6) “—Limitationon Transactions with Affiliates”;

(7 “—Additional Note Guarantees™;and

®) clause (4) of the first paragraph of the covenant described under “—Merger, Consolidation or Sale
of Assets—Thelssuer.”

Such covenants and any related default provisions will again apply according to their terms from the first day
on which the Notes cease to have an Investment Grade Rating from any Rating Agency. Such covenants will not,
however, be of any effect with regard to the actions of Issuer and the Restricted Subsidiaries properly taken during
the continuance of the Suspension Period; provided that (1) with respect to the Restricted Payments made after any
such reinstatement, the amount of Restricted Payments will be calculated as though the covenant described under “—
Limitation on Restricted Payments” had been in effect prior to, but not during, the Suspension Period and (2) all
Indebtedness incurred, or Disqualified Stock or preferred stock issued, during the Suspension Period will be classified
to have beenincurred orissued pursuant to clause (2) of the second paragraph under “—Limitation on Incurrence of
Indebtedness and Issuance of Preferred Stock.” Upon the occurrence of a Suspension Period, the amount of Excess
Proceeds shallbe reset at zero.

The Issuer shall provide an Officer’s Certificate to the Trustee indicating (i) the commencement of any
Suspension Period; provided that such notification shall not be a condition for the suspension of the covenants set
forth above to be effective or (ii) the occurrence of the termination of any Suspension Period. The Trustee will have
no obligation to (1) independently determine or verify if such events have occurred, (2) make any determination
regarding the impact of actions taken during the Suspension Period on the Issuer and the Subsidiaries’ future
compliance with the covenants applicable to them under the Indenture or (3) notify the holders of the commencement

of the Suspension Period orthe termination thereof.

There canbe no assurance thatthe Notes will ever have an Investment Grade Rating from any Rating Agency
or if they are so rated, that they will maintain any suchrating.
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Financial Calculations

When determining the availability under any basket or ratio under the Indenture in connection with any
transaction or whether such transaction is permitted under the Indenture (including, for the avoidance of doubt and
without limitation, testing any incurrence or assumption of Indebtedness or Liens, the making of any Restricted
Payment, Permitted Payment or Investment, any Asset Sale, any acquisition, merger, consolidation, amalgamation or
other business combination and any other transaction requiring the testing of any basket based on the Consolidated
L2QAEBITDA of the Issuer), the date of determination ofsuch basket orratio orthe testing of any such transaction
and of any Default or Event of Default shall, at the option oftheIssuer, be the datethe definitive agreements for such
transactionareentered into (the “7Transaction Commitment Date Election”).

Ifthe Issuermakes a Transaction Commitment Date Election, such baskets orratios shall be calculated with
such pro forma adjustments as are appropriate and consistent with the pro forma provisions set forth in the definition
of “Consolidated Net Leverage Ratio” after giving effect to such transaction and other transactions to be entered into
in connection therewith (including any incurrence of Indebtedness and the use of proceeds thereof) as if they had
occurred at the beginning of the applicable period for purposes of determining the ability to consummate any such
transaction, and, for the avoidance of doubt (x) if any of such baskets orratios areexceeded as a result of fluctuations
in such basket orratio (including due to fluctuations in the Consolidated Net Income or Consolidated EBITDA of the
Issuer or that arises from an asset or a target company subject to such transaction) subsequent to such date of
determinationand ator prior to the consummation of the relevant transaction, such baskets or ratios willnot be deemed
to have been exceeded as a result of such fluctuations solely for purposes of determining whether the transaction i
permitted hereunder and (y) such baskets orratios shallnot be tested atthe time of consummation of such transaction
or related transactions.

If the Issuer makesa Transaction Commitment Date Election, any such transactions (including any incurrence
of Indebtedness and the use of proceeds therefrom) shall be deemed to have occurred on the date the definitive
agreements are entered into for purposes of calculating any baskets orratios under the Indenture a fier the date of such
agreement and before the consummation of such transaction. To the extent the date of determination of a basket or
ratio is tested priorto the date of consummation of a transaction, such basket orratio shallbe deemed utilized to the
same extentuntil the earlier of the date of consummation of such transaction or the date such transaction is terminated
or expires without consummation, except that, in the case of anacquisition, merger or consolidation, any calculation
of Consolidated EBITDA of the Issuer for purposes other than incurrences of Indebtedness or Liens shallnot reflect
such transactionuntilithas been consummated.

Events of Defaultand Remedies
The occurrenceof any of the following willbe an “Eventof Default”:

(D) default for 30 days in the payment when due of interest or Additional Amounts, if any, with respect
to the Notes;

) default in the paymentwhen due (at maturity, uponredemption or otherwise) of the principal of, or
premium (if any) on, the Notes, including failure to make payment to purchase Notes tendered
pursuantto anoptional redemption, Change of Control Offer oran Asset Sale Offer;

3) failure by the Issuer or a Guarantor to comply with the covenant described under “—Certain
Covenants—Merger, Consolidation or Sale of Assets”™;

“4) failure by the Issuerora Guarantor for 60 days after written notice (i) to the Issuer by the Trustee
or (i) to the Issuerand the Trustee by the holders of at least 25.0% in aggregate principal amount
of the Notes then outstanding voting asa single classto comply with any of'its respective agreements
in the Indenture (other than a default in performance, orbreach, ora covenant oragreement which

is specifically dealt with in clauses (1), (2) or (3));

%) default under any mortgage, indenture or instrument under which there may be issued or by which
there may be secured or evidenced any Indebtedness for money borrowed by the Issuer or any
Restricted Subsidiary (or the payment of which is guaranteed by the Issuer or any Restricted
Subsidiary), whether such Indebtedness or guarantee now exists, oris created after the Issue Date,
if that default:
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(a) is caused by a failure to pay principal of such Indebtedness following the expiration of the
grace period provided in such Indebtedness and such failure to make any paymenthas not
been waived or the maturity of such indebtedness has not been extended (a “Payment
Defaul?’); or

(b) results in the acceleration of such Indebtedness priorto its express maturity,

and, in each case, theprincipalamount ofany such Indebtedness, together with the principal amount
of any other such Indebtedness under which there has been a Payment Default or the maturity of

which hasbeenso accelerated, aggregates U.S.$80.0 million ormore;

6) failure by the Issuer or any Restricted Subsidiary thatis a Significant Subsidiary or any group of
Restricted Subsidiaries that, taken together, would constitute a Significant Subsidiary, to pay final
judgments entered by a court or courts of competent jurisdiction aggregating in excess 0fU.S.$80.0
million (exclusive ofany amountsthat a solvent insurance company hasacknowledged lia bility for),
which judgments shallnot have been discharged or waived and there shallhavebeen a period of 60
consecutive days during which a stay of enforcement of such judgment or order, by reason of an

appeal, waiver or otherwise, shallnot have been in effect;

@) except as permitted by the Indenture (including with respect to any limitations), any Note Guarantee
of a Guamantor that is a Significant Subsidiary or any group of Guarantors that, taken together, would
constitute a Significant Subsidiary is held in any judicial proceeding to be unenforceable or invalid
or ceases forany reason to be in full force and effect, or any Guarantor thatis a Significant
Subsidiary or any group of Guarantors that, taken together, would constitute a Significant
Subsidiary, orany Person acting on behalf of any such Guarantor or Guarantors, denies or disaffims

its obligations under its Note Guarantee; and

®) certain events of bankruptcy orinsolvency described in the Indenture with respect to the Issuer or
any Restricted Subsidiary that is a Significant Subsidiary or any group of Restricted Subsidiaries
that, takentogether, would constitutea Significant Subsidiary.

In the case of an Event of Default arising from certain events of bankruptcy or insolvency, with respect to
the Issuer or any Guarantor thatis a Significant Subsidiary or any group of Guarantors that, taken together, would
constitute a Significant Subsidiary, all outstanding Notes will become due and payable immediately without further
action ornotice orotheract on the part of the Trustee oranyholders of Notes. If any other Event of Default occurs
and is continuing, the Trustee orthe holders of at least 25.0% in a ggregate principal amount of the then outstanding
Notes by written notice to the Issuer (andto the Trustee if such notice is given by the holders) may and the Trustee,
upon the written request of such holders, shall declare all amounts in respect of the Notes to be due and payable
immediately. In the event ofa declaration of acceleration ofthe Notes because an Event of Default described in clause
(5) under “Events of Default” has occurred and is continuing, the declaration of acceleration of the Notes shall be
automatically annulled if the event of default or payment default triggering such Event of Default pursuant to clause
(5)shallbe remediedorcured, or waived by the holders ofthe Indebtedness, or the Indebtedness that gave rise to such
Event of Default shallhave been discharged in full, within 30 days after the declaration of acceleration with respect
thereto andif (1) the annulment ofthe acceleration ofthe Notes would notconflict with any judgment or decree of a
court of competent jurisdiction and (2) all existing Events of Default, except non-payment of principal, premium or
interest on the Notes that became due solely because of the acceleration ofthe Notes, have been cured or waived.

Subject to certain limitations, holders of more than 50.0% of the aggregate principal amount of the then
outstanding Notes may direct the Trusteein its exercise of any trustor power. The Trustee may withhold from holders
of the Notes notice of any continuing Default or Event of Default if it detemmines that withholding notice is in their
interest, except a Default or Eventof Default relatingto the payment of principal, interest or Additional Amounts or
premium, if any.

If an EventofDefault occurs and is continuing, the Trustee willbe underno obligation to exercise any of the
rights or powers under the Indenture at the request or direction of any holders of Notes unless such holders have
offeredto the Trustee indemnity and/or security satisfactory to the Trustee against any loss, liability or expense. Except
(subject to the provisions described under “—Amendment, Supplement and Waiver”) to enforce the right to receive
paymentof principal, premium, if any, or interest or Additional Amounts when due, no holder of a Note may pursue
any remedy with respect to the Indenture or the Notes unless:

145



(1) such holderhas previously given the Trustee written notice that an Event of Default is continuing;

) holders of at least 25.0% in aggregate principal amount of the then outstanding Notes have
requested, in writing, that the Trustee pursue the remedy;

3) such holders have offered the Trustee security and/or indemnity satisfactory to the Trustee against
any loss, liability orexpense;

4) the Trusteehas notcomplied with such written request within 60 days after the receipt oftherequest
and the offer of security and/or indemnity; and

) holders of more than 50.0% of the aggregate principal amount of the then outstanding Notes have
not given the Trustee a direction inconsistent with suchrequest within such 60-day period.

The holders of more than 50.0% of the aggregate principal amount of the Notes then outstanding may, on
behalfoftheholders ofall outstanding Notes, waive any past default under the Indenture and its consequences, except
a continuing default in the payment of the principal of premium, if any, any Additional Amounts or interest on any
Note held by a non-consenting holder (which may only be waived with the consent of holders of 100.0% of the
aggregate principal amount ofthe then outstanding Notes).

The Issuer will deliver to the Trustee annually an Officer’s Certificate regarding compliance with the
Indenture.

No Personal Liability of Directors, Officers, Employees and Stockholders

No director, officer, employee, incorporator or stockholder of the Issuer or any Restricted Subsidiary, as
such, will have any liability for any obligations of the Issuer or the Guarantors under the Notes, the Indenture, the
Note Guarantees orany claim based on, in respect of, or by reason of, such obligations or their creation. Each holder
of Notes by acceptinga Note waives and releases all such liability. The waiver and release are partofthe consideration

forissuance of the Notes. The waiver may not be effective to waive liabilities under applicable securities laws.
Legal Defeasance and Covenant Defeasance

The Issuermay at any time, at the option ofits Board of Directors evidenced by a resolution set forth in an
Officer’s Certificate, elect to have all of its obligations discharged with respect to the outstanding Notes and all
obligations ofthe Guarantors discharged with respectto their Note Guarantees (“Legal Defeasance™) exceptfor:

(1) the rights of holders of outstanding Notes to receive payments in respect of the principal of, or
interest (including Additional Amounts) or premium, if any, on, such Notes when such payments
are due fromthetrust referred to below;

) the Issuer’s obligations with respect to the Notes concerning issuing temporary Notes, registration
of Notes, mutilated, destroyed, lost or stolen Notes and the maintenance of an office oragency for

paymentand money for security payments held in trust;

3) the rights, powers, trusts and immunities of the Trustee and the Issuer’s and the Guarantors’
obligations in connection therewith; and

4) the “Legal Defeasance and Covenant Defeasance” provisions ofthe Indenture.

In addition, the Issuermay, at its option and at any time, elect to have the obligations of the Issuerand the
Restricted Subsidiaries released with respect to certain covenants (including its obligation to make Change of Control
Offers and Asset Sale Offers) that will be described in the Indenture (“Covenant Defeasance”) and thereafter any
omission to comply with those covenants will not constitute a Default or Event of Default with respect to the Notes.
In the event Covenant Defeasance occurs, all Events of Default described under “—Events of Default and Remedies”
(except thoserelating to payments ontheNotes or, solely with respectto the Issuer, bankruptcy or insolvency events)
will no longer constitute an Eventof Default with respectto the Notes.

In orderto exercise either Legal Defeasance or Covenant Defeasance:

1) the Issuer must irrevocably deposit with the Trustee (or such entity designated by the Trustee for
this purpose), in trust, forthe benefit of the holders of the Notes, cash in U.S. dollars, non-callable
U.S. dollar-denominated Government Securities ora combination of cash in U.S. dollars and non-
callable U.S. dollar-denominated Government Securities, in amounts as will be sufficient, in the
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opinion of a nationally recognized investment bank, appraisal firm or firm of independent public
accountants delivered to the Trustee, to pay the principal of, or interest (including Additional
Amounts and premium, if any) on the outstanding Notes on the stated date for payment thereof or
on the applicable redemption date, as the case may be, and the Issuer must specify whether the Notes
are beingdefeasedto suchstated date forpaymentorto a particular redemption date;

) in the case of Legal Defeasance, the Issuer must deliver to the Trustee an opinion of United States
counsel reasonably acceptable to the Trustee confirming that (a) the Issuer has received from, or
there has been published by, the U.S. Internal Revenue Service a ruling or (b) since the Issue Date,
there hasbeen a change in the applicable U.S. federal income tax law, in either case to the effect
that, and based thereon such opinion of counsel will confirm that, the beneficial owners of the
outstanding Notes willnot recognize income, gain or loss for U.S. federal incometax purposes asa
result of such Legal Defeasance and will be subjectto U.S. federal income tax on the same amounts,
in the same manner and at the same times as would have been the case if such Legal Defeasance
had notoccurred,;

3) in the case of Covenant Defeasance, the I[ssuer must deliver to the Trustee an opinion of United
States counsel reasonably acceptable to the Trustee confirming that the beneficial owners of the
outstanding Notes willnot recognize income, gain or loss for U.S. federal incometax purposes asa
result of such Covenant Defeasance and will be subject to U.S. federal income tax on the same
amounts, in the same mannerandat the same times as would have been the case if such Covenant
Defeasance hadnot occurred;

4 the Issuermustdeliver to the Trustee an Officer’s Certificate stating that the deposit was not made
by the Issuerwith the intent of preferring the holders of Notes over the other creditors of the I'ssuer
orthe Guarantors with the intentof defeating, hindering, delaying or defrauding any creditors of the
Issuer, the Guarantors or others; and

5) the Issuermust deliverto the Trustee an Officer’s Certificate and an opinion of counsel, subject to
customary assumptions and qualifications, each stating that all conditions precedent relating to the

Legal Defeasance orthe Covenant Defeasance have been complied with.

Amendment, Supplement and Waiver

Except as provided otherwise in the succeeding paragraphs, the Indenture, the Notes and the Note Guarantees
may be amended or supplemented with the consent of the holders of more than 50.0% of the aggregate principal
amount ofthe Notesthen outstanding (including, without limitation, consents obtained in connection with a purchase
of, ortender offer or exchange offer for, Notes), and any existing Default or Event of Default or compliance with any
provision of the Indenture, the Notes or the Note Guarantees may be waived with the consent of the holders of more
than 50.0% of the aggregate principal amount of the then outstanding Notes (including, without limitation, consents
obtained in connection with a purchase of, ortender offer or exchange offer for, the Notes).

Without the consent (including, without limitation, consents obtained in connection with a purchase of, or
tender offer or exchange offer for, Notes) of each holder of Notes a ffected, an amendment, supplement or waiver or
othermodification maynot (with respect to any Notes held by a non-consenting holder):

(1) reduce the percentage of principalamount of Notes whose holders must consentto anamendment,
supplement or waiver;
2) reduce the principal of or change the fixed maturity of any Note or alter the provisions with respect

to the redemption of the Notes;

3) reduce therateoforchange thetime for payment ofinterest, including default interest, on any Note
or obligationto pay Additional Amounts;

“4) impair the right of any holder of Notes to institute suit for the enforcement of any payment of
principal of and interest or Additional Amounts, if any, on such holder’s Notes or the associated
Note Guarantee on orafterthedue dates therefore;

5) waive a Default or Event of Default in the payment of principal of, or interest, Additional Amounts
or premium, if any, on, the Notes;
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(6)
)

®)

©)

(10)

makeany Note payable in currency other than that stated in the Notes;

makeany changein the provisions of the Indenture relating to waivers of past Defaults or the rights
of holders of Notes to receive payments of principal of, or interest, Additional Amounts or premium,

if any, on, theNotes;

waive a redemption payment with respectto any Note (otherthan a payment required by one of the
covenants described under “—Repurchase at the Option of Holders™);

release any Guarantor from any of its obliga tions under its Note Guarantee or the Indenture, except
in accordance with the terms ofthe Indenture; or

makeany change to the amendment and waiver provisions of the Indenture.

Notwithstanding the preceding two paragraphs, without the consent of any holder of Notes, the Issuer, the
Guarantors and the Trustee may amend or supplementthe Indenture, the Notes, the Note Guarantees or any document
granting any Lien given in compliance with the covenant described under “—Certain Covenants—Limitation on

Liens™:
1)
2)

3)

“4)

)

(©)
™)

@)
©)

to cure any ambiguity, defectorinconsistency;

to provide foruncertificated Notes in addition to orin place of certificated Notes (provided that the
uncertificated Notes are issued in registered form for purposes of Section 163 (f) of the Code);

to provide for the assumption of the Issuer’s or a Guarantor’s obligations under the Indenture, the
Notes and the Note Guarantees in the case ofa merger or consolidation or sale of all or substantially

all of the Issuer’s orsuch Guarantor’s assets, as applicable;

to make any change that would provide any additional rights or benefits to the holders of Notes or
that does notadversely a ffect the legal rights under the Indenture ofany such holder in any material
respect;

to conform the text of the Indenture, the Note Guarantees or the Notes to any provision of this
“Description of the Notes” to the extent that such provision in this “Description of the Notes” was
intended to be a verbatim recitation of a provision of the Indenture, the Note Guarantees and the
Notes;

to release any Note Guarantee in accordance with the terms ofthe Indenture;

to provide for the issuance of Additional Notes in accordance with the limitations set forth in the
Indenture as oftheIssueDate;

to allow any Guarantor to provide a Note Guarantee with respectto the Notes; or

to evidence and provide the acceptance of the appointment of a successor Trustee under the
Indenture.

The consent ofthe holders of Notes will not be necessary under the Indenture to approvethe particular form
of any proposed amendment. It is sufficient if such consent approves the substance of the proposed amendment.

In formulating its opinion on such matters, the Trustee shall be entitled to rely absolutely on such evidence
asit deemsappropriate, includingan opinion of counseland an Officer’s Certificate. The Trustee may, but shallnot
be obligated to, enterinto any supplementoragree to any amendment that affects the Trustee’s own rights, duties or

immunities under the Indenture.

For the avoidance of doubt, no amendment to or deletion of, or actions taken in compliance with, the
covenants contained in the Indenture shallbe deemed to impair or affect anyrights of holders of the Notes to receive
paymentof principal of, or premium, if any, or interest, on the Notes.

Satisfaction and Discharge

The Indenture will be discharged and will cease to be of further effect as to all Notes issued thereunder
(exceptasto survivingrights), when:

)

either:
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(a) allNotes thathavebeenauthenticated and delivered, except lost, stolen or destroyed Notes
that have been replaced or paid and Notes for whose payment money has been deposited
in trust and thereafterrepaid to the Issuer or discharged from such trust as provided for in
the Indenture, havebeendelivered tothe Trustee for cancellation; or

(b) all Notes that have not been delivered to the Paying Agent for cancellation have become
due and payable by reason ofthe publication ofa notice of redemption by the Paying Agent
in the name, andattheexpense, ofthe Issuer or otherwise or will become due and payable
within one yearand the [ssuer orany Guarantor has irrevocably deposited or caused to be
deposited with the Trustee (or such other entity designated by the Trustee for this pupose)
astrust funds in trustsolely forthe benefit oftheholders, cashin U.S. dollars, non-callable
U.S. dollar-denominated Government Securities or a combination of cash in U.S. dollars
and non-callable U.S. dollar-denominated Government Securities, in amounts as will be
sufficient, without consideration of any reinvestment of interest, in the opinion of a
nationally recognized investment bank, appmisal firm or firm of independent public
accountants delivered to the Trustee to pay and discharge the entire Indebtedness on the
Notes not delivered to the Paying Agent for cancellation for principal, premium and
Additional Amounts, if any, and accrued interest to the date of maturity or redemption;

) the Issuer or any Guarantor has paid or caused to be paid all sums payable by the Issuer and the
Guarantors under the Indenture; and

3) the Issuer has delivered irrevocable instructions to the Trustee under the Indenture to apply the
deposited money and/or proceeds of non-callable U.S. dollar-denominated Government Securities
toward thepaymentof the Notes at maturity or on the redemption date, as the casemay be.

In addition, the Issuer must deliver an Officer’s Certificate and an opinion of independent counsel to the
Trustee stating that all conditions precedent in the Indenture relating to satisfaction and discharge of the Indenture
have been satisfied and such satisfaction and discharge willnot result in a breach or violation of, or constitute a default
under, the Indenture; provided that any such counsel may rely on any Officer’s Certificate as to matters of fact
(includingas to compliance with the foregoing clauses (1), (2)and (3)).

Judgment Currency

Any payment on account ofanamount that is payable in U.S. dollars which ismade to or for the account of
any holderorthe Trustee in lawful currency of any other jurisdiction (the “Judgment Currency’”), whether as a resul
of any judgment or order or the enforcement thereofor the liquidation of the Issuer or any Guarantor, shall constitute
a discharge of the Issuer or the Guarantor’s obligation under the Indenture and the Notes or Note Guarantee, as the
case may be, only totheextent oftheamountof U.S. dollars thatsuchholder or the Trustee, as the casemay be, could
purchase with the amount of the Judgment Currency in accordance with normal banking procedures at the rate of
exchange prevailing on the first Business Day following receipt of the payment in the Judgment Currency. If the
amountof U.S. dollars that couldbe so purchased is less thantheamount of U.S. dollars originally due to such holder
or the Trustee, as the case may be, the Issuerand the Guarantors shallindemnify and hold harmless the holder or the
Trustee, asthecase may be, from andagainstallloss ordamage arising out of, oras a result of, such deficiency. This
indemnity shall constitute an obliga tion separate and independent from the other obligations contained in the Indenture
or the Notes, shall give rise to a separate and independentcauseof action, shallapply irrespective of any indulgence
granted by any holder or the Trustee from time to time and shall continue in full force and effect notwithstanding any
judgment or order for a liquidated sum in respect of an amount due under this provision or under any judgment or
order.

Concerning the Trustee

The Issuer shall promptly deliver an Officer’s Certificate to the Trustee after becoming aware of the
occurrence of a Default oran Event of Default. If the Trustee becomes a creditor of the Issuer or any Guarantor, the
Indenture will limit the right of the Trustee to obtain payment of claims in certain cases, or to realize on certain
property received in respect of any such claim as security or otherwise. The Trustee will be permitted to engage in
other transactions; owever, if it acquires any conflicting interest (within the meaning ofthe U.S. Trust Indenture Act
of 1939, as amended) it must eliminate such conflict within 90 days orresign as Trustee.
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The holders of more than 50.0% of the a ggregate principal amount of the then outstanding Notes will have
the right to direct the time, methodand place of conducting any proceeding for exercising any remedy a vailable to the
Trustee, subject to certain exceptions. The Indenture will provide that in case an Event of Default occurs and i
continuing, the Trustee will be required, in the exercise of its power, to use the degree of care of a prudent personin
the conduct of his own affairs. The Trustee will be underno obligation to exercise any of its rights or powers under
the Indenture at the request of any holder of Notes, unless such holder has offered to the Trustee security and/or
indemnity satisfactory toit against any loss, liability orexpense.

The Issuerand the Guarantors will jointly and severally indemnify the Trustee for certain claims, liabilities
and expenses incurred without gross negligence, willful misconduct or bad faith on its part, arising out of or in

connection with its duties and/or the exercise ofits rights.
Listing

Applicationwill be made the SGX-ST forthe listing and quotation of the Notes on the SGX-ST. However,
there can be no assurancethatthe Issuer will obtain orbe able to maintain a listingand quotation ofthe Notes on the
SGX-ST. The Notes will be traded in a minimum board lot size of S$200,000 (or its equivalent in foreign currencies)
aslongasany ofthe Notes are listed on the SGX-ST and the rules of the SGX-ST so require.

Additional Information

Holders and prospective holders who receive this Offering Memorandum may, following the Issue Date,
obtaina copy of the Indenture and the form of Note without charge by writing to the Issueratis address set forth under
“Available Information.”

Governing Law

The Indenture, the Notes and the Note Guarantees will be governed by, and construed in accordance with,
the laws of the Stateof New York.

Consent to Jurisdiction and Service of Process

The Indenture will provide that the Issuer and each Guarantor, will appoint C T Corporation System as its
agent for service of process in any suit, action or proceeding with respect to the Indenture, the Notes and the Note
Guarantees brought in any U.S. federal or New York state court located in the City of New York and will submit to
such jurisdiction.

Enforceability of Judgments

Since substantially all of the assets of the Issuer and the Guarantors are outside the United States, any
judgmentobtained in the United States againstthe Issuer orany Guarantor, may not be collectable within the United

States. See “Service of Process and Enforcementof Civil Liabilities.”

Prescription

Claims against the Issuer or any Guarantor for the payment of principal or Additional Amounts, if any, on
the Notes will be prescribed 10 years after the applicable due date for payment thereof. Claims a gainst the Issuer or
any Guarantor forthe payment of interest on the Notes will be prescribed six years after the applicable due date for
paymentof interest.

Certain Definitions

Set forth below are certain defined terms used in the Indenture. Referenceis made to the Indenture fora ful
disclosure of all defined terms used therein, as well as any other capitalized terms used herein for which no definition
is provided.

“Accounts Receivable Collection Rights” means collection rights (derechos de cobro) for present or future
accounts receivable.

“Acquired Debt” means, with respect to any specified Person:

(1) Indebtedness of any other Person existing at the time such other Person is merged with or into or
became a Restricted Subsidiary of such specified Person, whether or not such Indebtedness is
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@)

incurred in connection with, or in contemplation of, such other Person merging with or into, or

becominga Restricted Subsidiary; and

Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.

“Affiliate” of any specified Personmeansany other Person directly or indirectly controlling or controlled by
or under direct orindirect common control with such specified Person. For purposes of this definition, “control,” as
used with respect to any Person, means the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of such Person, whether through the ownership of voting securities, by
agreementor otherwise. For purposes ofthis definition, the terms “controlling,” “controlled by” and “under conmon
controlwith”have correlative meanings.

“Applicable Premium” means, with respectto any Notes on any redemption date, the greater of:

(1)
2)

1.0% of the principalamountof such Notes; or

the excess of:

(a) the present value at such redemption date of (i) the redemption price of such Notes at
November 12,2023 (such redemption price being set forth in thetable appearing under “—
Optional Redemption”), plus (ii) all required interest payments due on such Note through
November 12, 2023 (excluding accrued but unpaid interest to the redemption date),
computedusinga discountrateequalto the Treasury Rate as of suchredemption date plus
50 basis points; over

(b) the principal amount of such Note,

ascalculatedby thelssueroron behalf ofthe Issuerby such Person as theIssuermay engage.

“Asset Sale” means:

(1)

@)

the sale, lease, conveyance or other disposition of any assets by the Issuer or any Restricted
Subsidiary; provided that the sale, lease, conveyance or other disposition of all or substantially all
of the assets of the Issuerand the Restricted Subsidiaries takenas a whole will be governed by the
provisions of the Indenture described under “—Repurchase at the Option of Holders—Change of
Control” and/or the provisions described under “—Certain Covenants—Merger, Consolidation or
Sale of Assets”andnotby theprovisions described under “—Repurchase atthe Optionof Holders—
Asset Sales”; and

the issuance of Equity Interests by any Restricted Subsidiary or the sale by the Issuer or any
Restricted Subsidiary of Equity Interests in any Subsidiary of the Issuer (in each case, other than
directors’ qualifying shares).

Notwithstanding the preceding, none ofthe followingitems willbe deemedto be an Asset Sale:

(1)

@)
®)

)

)

(©)

any single transaction or series of related transactions that involves assets or Equity Interests having
a fairmarket value of less than U.S.$15.0 million;

a transfer of assets or Equity Interests between or among the Issuer and any Restricted Subsidiary;
an issuance of Equity Interests by a Restricted Subsidiary to the Issuer or to another Restricted
Subsidiary;

the sale, lease or other transfer of accounts receivable, Accounts Receivable Collection Rights,
inventory or other assets in the ordinary course of business and any sale or other disposition of
damaged, worn-out or obsolete assets orassets disposed of'in connection with any decommissioned
sites or assets that are no longeruseful in the conduct ofthe business oftheIssuer and the Restricted
Subsidiaries;

licenses and sublicenses by the Issuer or any Restricted Subsidiary in the ordinary course of
business;

any surrender or waiver of contractrights or settlement, release, recovery on or surrender of contract,
tort orotherclaims in the ordinary course of business;
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)

@)
©)

(10)

(11)

(12)

(13)

the granting of Liens not prohibited by the covenant described under “—Certain Covenants—
Limitationon Liens”;

the sale or other disposition of cashor Cash Equivalents;

a Restricted Payment that does not violate the covenant described under “—Certain Covenants—
Limitationon Restricted Payments,”a Permitted Investment or any transaction specifically excluded
from the definition of “Restricted Payments” or, solely for purposes of the second paragraph under
“—Repurchase atthe Option of Holders—Asset Sales,” assetsales, the proceeds of which are used
to make such Restricted Payments (in accordance with the covenant described under “—Certain
Covenants—Limitation on Restricted Payments”) or Permitted Investments;

the disposition of receivables in connection with the compromise, settlement or collection thereof
in the ordinary course of business or in bankruptcy or similar proceedings and exclusive of factorng
or similararrangements;

the foreclosure, condemnation or any similar action (including asa result ofa seizure, expropriation,
nationalization, intervention, restriction or other action by or on behalf of any governmental
regulatory orotherauthority orthe foreclosure of any asset or property subject toa Lien incurred in
compliance with the covenant described under “—Certain Covenants—Limitation on Liens”) with
respect to any property or otherassets ora surrender or waiver of contract rights or the settlement,
release orsurrender of contract, tort or other claims of any kind;

the disposition of assets to a Person who is providing services (the provision of which have been or
are to be outsourced by theIssuer orany Restricted Subsidiary to such Person) related to such assets;
and

sales or dispositions of receivables or Accounts Receivable Collection Rights (or participations or
beneficial interests in receivables or Accounts Receivable Collection Rights) in connection withany

Qualified Receivables Financing or any factoring transaction or in the ordinary course of business.

“Beneficial Owner” has the meaning assigned to such term in Rule 13d-3 and Rule 13d-5under the Exchange
Act, except that in calculating the beneficial ownership of any particular “person” (as that term is used in Section
13(d)(3) of the Exchange Act), (i) such “person” will be deemed to have beneficial ownership of all securities that
such “person” has the right to acquire by conversion or exercise of other securities, whether such right is currently
exercisable oris exercisable only after the passage oftime. The terms “Beneficially Owns,” ““Beneficially Owned’ and
“Beneficial Ownership” have corresponding meanings.

“Board of Directors” means:

(1)

@)

®)

“4)

with respect to a corporation, the board of directors ofthe corporation or any committee thereofduly
authorizedto acton behalfof suchboard;

with respect to a partnership, the board of directors of the general partner of the partnership orany
committee thereof duly authorized to acton behalf of such board,;

with respect to a limited liability company, the managing member or members or any controlling
committee of managing members thereof; and

with respect to any other Person, theboard or committee of such Personservinga similar function.

“Business Day” means a day other than a Saturday, Sunday or other day on which banking institutions in
New York, New York or Mexico City, Mexico are authorized or required by law to close.

“Capital Lease Obligation” means any lease that, pursuant to IFRS, are required to be recognized on the
balancesheetof any Person.

“Capital Stock” means:

(1)
@)

in the case ofa corporation, corporatestock;

in the case ofanassociation orbusiness entity, any and all shares, interests, participations, rights or
otherequivalents (however designated) of corporate stock;
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G3)

4)

in the case of a partnership or limited liability company, partnership interests (whether general or
limited), shares or membership interests; and

any otherinterestor participation thatconfers on a Personthe right to receive a share of the profits
and lossesof, or distributions of assets of, theissuing Person, butexcluding from all of the foregoing
any debt securities convertible into Capital Stock, whether or not such debt securities include any
right of participation with Capital Stock.

“Cash Equivalents’ means:

(1)

@)

)

)

)

(©)

@)

U.S. dollars, orin the case of the Issuerand any Restricted Subsidiary organized in Mexico, pesos,
orin the case of any Restricted Subsidiary organized in Colombia, Colombian pesos, in each case

held by it from time to timein the ordinary course of business;

securities issued or directly and fully guaranteed orinsured by the U.S. governmentorany agency
orinstrumentality of the United States (provided thatthe full faithand credit ofthe United States is
pledged in support thereof), having maturities of not more than one year from the date of acquisition;

marketable general obligations issued by any stateof the United States or any political subdivision
or any such state or any public instrumentality thereof maturing within one year from the date of
acquisition and, at the time of acquisition, having a credit rating of at least “A” or the equivalent
thereof by S&P or Moody’s, or carrying an equivalent rating by a nationally recognized Rating
Agency, if both S&P and Moody’s cease publishing ratings of investments;

certificates of deposit, time deposits, eurodollar time deposits, overnightbank deposits or bankers’
acceptances having maturities of notmore than one year from the date ofacquisition thereofissued
by (i) any commercial bank the long-term debtof whichis rated atthetime ofacquisition thereof at
least “A” or the equivalent thereof by S&P or Moody’s, or carrying an equivalent rating by a
nationally recognized Rating Agency, if both S&P and Moody’s cease publishing ratings of
investments, and having combined capital and surplus in excess 0f U.S.$500.0 million or (ii) Banco
Azteca, S.A., Institucion de Banca Multiple;

repurchase obligations with a term ofnot more than seven days forunderlying securities ofthe types
described in clauses (2), (3) and (4) above entered into with any bank meeting the qualifications

specified in clause (4)(i) above oridentified in clause (4)(ii) above;
commercial paperhavinga ratingat the time of acquisition thereofat least “A-2” or the equivalent

thereof by S&P or “P-2” orthe equivalent thereof by Moody’s, or carrying an equivalent rating by
a nationally recognized Rating Agency, if both S&P and Moody’s cease publishing ratings of

investments, andin any case maturing within oneyear after the date of acquisition thereof; and

interests in any investmentcompany or money market fund which invests 95% or more of'its assets
in instruments of thetype specified in clauses (1) through (6) above.

“Change of Control’ means the occurrence of any of the following:

(1)

@)
)

the direct or indirect sale, lease, transfer, conveyance or other disposition (other than by way of
merger or consolidation), in one or a series of related transactions, of all or substantially all of the
properties or assets of the Issuer andits Subsidiaries, taken as a whole, to any Person (including any
“person” (as that term is used in Section 13(d)(3) of the Exchange Act)) other than one or more
Permitted Holders (otherthan any such sale, lease, transfer, conveyance or other disposition ofall
or substantially all of the assets of the Issuerto an Affiliate of the Issuer for the purpose of
reincorporating the Issuerin another jurisdiction; provided that such transaction complies with the
covenantdescribed under “—Certain Covenants—Merger, Consolidation or Sale of Assets”);

the adoptionof a planrelatingto the liquidation or dissolution of the Issuer; or

the consummation of any transaction (including, without limitation, any merger or consolidation),
the result of which is thatany Person (including any “person” (as defined above)), other than one or
more Permitted Holders, becomes the Beneficial Owner, directly or indirectly, of more than 50.0%
of'the Voting Stock of theIssuer, measured by voting power rather than number of shares.

153



“Change of Control Triggering Event’ means the occurrence of both a Change of Control and a Rating

Decline.

“Consolidated EBITDA” means, with respect to any specified Person for any period, the Consolidated Net
Income of'such Person and its Subsidiaries which are Restricted Subsidiaries for such period plus the amounts in the
following clauses (1) through (9) to the extent deducted in calculating such Consolidated Net Income and minus the
amounts in the following clauses (10) and (11) to the extent included in calculating such Consolidated Net Income,
without duplication:

)

2)

)

“4)

®)

(©)

)

@®)
©

(10)
(1)

provision for current and deferred taxes based on income or profits of such Person and its
Subsidiaries which are Restricted Subsidiaries for such period; plus

without double counting, the Consolidated Interest Expense of such Person and its Subsidiaries
which are Restricted Subsidiaries for such periodand Receivables Fees; plus

depreciation, amortization (including, without limitation, amortization of intangibles, subscriber
acquisition costs and deferred financing fees) and other non-cash charges and expenses (including
without limitation write downs and impairment of property, plant, equipment and intangibles and
other long-lived assets and the impact of purchase accounting on the Issuer and the Restricted
Subsidiaries for such period) ofthe Issuerand the Restricted Subsidiaries (excluding any such non-
cash charge or expense to the extent that it represents an accrual of or reserve for cash charges or
expenses in any future period or amortization of a prepaid cash charge or expense that was paid in
a priorperiod) for such period; plus

any expenses, charges or other costs related to the issuance of any Capital Stock, any Permited
Investment, acquisition, disposition, recapitalization, listing or the incurrence of Indebtedness
permitted to be incurred under the covenant described under “—Certain Covenants—Limitation on
Incurrence of Indebtedness and Issuance of Preferred Stock” (including refinancing thereof)
whetherornot successful, including (a) such fees, expenses or charges related to any incurrence of
Indebtedness issuance and (b) any amendment or other modification ofany incurrence; plus

any foreign currency translation losses (including losses related to currency remeasurements of
Indebtedness) of theIssuerand the Restricted Subsidiaries; plus

the amount of management, monitoring, consultingand advisory fees andrelated expenses paid in
such period to the Permitted Holders to the extent permitted by the covenant described under “—
Certain Covenants—Limitation on Transactions with Affiliates”; p/us

the amount of any minority interest expense consisting of Subsidiary income attributable to minority
equity interests of third parties in any non-Wholly-Owned Subsidiary in such period or any prior
period, except to the extent of dividends declared orpaid on, or other cash payments in respect of,
Equity Interests held by such parties; p/us

loss on revaluation of derivative financial instruments; plus

any foreign currency translation gains (including gains related to currency re-measurements of
Indebtedness) of the Issuer and the Restricted Subsidiaries; minus

any extraordinary, exceptional or unusual gain; minus

non-cashitems increasing such Consolidated Net Income forsuch period (other than any non-cash
items increasing such Consolidated Net Income pursuant to clauses (1) through (10) ofthe definition
of “Consolidated Net Income”), other than the reversal of a reserve for cash charges in a future
period in the ordinary course of business,

in each case, on a consolidated basis and determined in accordance with IFRS.

“Consolidated Interest Expense” means, forany period (in each case, detemmined on the basis of IFRS), the
consolidated net interest income/expense of the Issuer and the Restricted Subsidiaries, whether paid or accrued,
including any pension liability interest cost, plus or including (without duplication) any interest, costs and charges

consisting of:

(1)

interest expenseattributable to Capital Lease Obligations;
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@)
(€))
“4)

)
(©)

™)
®)

amortization of debtdiscount, debt issuance costand premium;
non-cashinterestexpense;

commissions, discounts and other fees and charges owed with respect to financings not included n
clause (2)above;

costs associated with Hedging Obligations;

dividends on other distributions in respect of all Disqualified Stock of the Issuer and all prefemed
stock ofany Restricted Subsidiary, to the extentheld by Persons other than the Issuer or a Subsidiaty

of the Issuer;
any consolidated interest expense that was capitalized during such period; and

interest actually paid by theIssuer or any Restricted Subsidiary under any Guarantee of Indebtedness
or otherobligation of any other Person.

Notwithstanding any of the foregoing, Consolidated Interest Expense shall not include any commissions,
discounts, yield and other fees and charges related to a Qualified Receivables Financing.

“Consolidated L2 QA EBITDA” means the product of (x) the Consolidated EBITDA of the Issuer for the most
recently ended two consecutive fiscal quarters for which internal financial statements are available immediately

precedingany calculation date, multiplied by (y) 2.0.

“Consolidated Net Income” means, with respect to any specified Person for any period, thea ggregate of the
net income (loss) of such Person and its Subsidiaries which are Restricted Subsidiaries for such period, on a
consolidated basis (excluding the net income (loss) of any Unrestricted Subsidiary), determined in accordance with
IFRS and without any reduction in respect of preferred stock dividends; provided that:

(1)

@)

3)

the net income (loss) of any Person thatis not a Restricted Subsidiary orthatis accounted for by the
equity method ofaccounting will be included only to the extent of the amountofdividends or similar
distributions paid in cash tothespecified Person ora Restricted Subsidiary which is a Subsidiary of
the Person;

solely for the purpose of determining the amount available for Restricted Payments under clause
(c)(i) of'the first paragraphunder “—Certain Covenants—Limitation on Restricted Payments,” any
net income of any Restricted Subsidiary (other than any Guarantor) will be excluded if such
Subsidiary is subjectto restrictions, directly or indirectly, onthe payment of dividends or themaking
of distributions by such Restricted Subsidiary, directly or indirectly, to the Issuer (or any Guarantor
that holdsthe Equity Interests of such Restricted Subsidiary, as applicable) by operation of the terms
of such Restricted Subsidiary’s charter or any agreement, instrument, judgment, decree, order,
statute or governmental rule or regulation applicable to such Restricted Subsidiary or its
shareholders (other than (a) restrictions thathave been waived or otherwise released, (b) restrictions
pursuantto the Notes orthe Indenture or that are not prohibited pursuantto the covenant described
under “—Certain Covenants—Limitation on Dividend and Other Payment Restrictions Affecting
Restricted Subsidiaries,” (¢) contractual restrictions in effect on the Issue Date with respect to the
Restricted Subsidiary and other restrictions with respect to such Restricted Subsidiary thattakenas
a whole, are not materially less favorable to theholders of the Notes than such restrictions in effect
on the Issue Date or (d) restrictions pursuant to applicable law, rule, regulation or order or the tems
of any license, authorization, concession or permit), exceptthat the Issuer’s equity in the netincome
of anysuchRestricted Subsidiary for such period willbe included in such Consolidated Net Income
up to the aggregate amountof cash or Cash Equivalents a ctually distributed or thatcould have been
distributed by such Restricted Subsidiary during such period to the Issuer or another Restricted
Subsidiaryasa dividend or other distribution (subject, in the case ofa dividend to another Restricted
Subsidiary (other than any Guarantor or the Issuer), to the limitation contained in this clause (2));

any net gain (or loss) realized uponthe sale or other disposition of any asset or disposed operations
of the Issuer or any Restricted Subsidiaries (including pursuant to any sale leaseback transaction)
which is not sold or otherwise disposed of in the ordinary course of business (as determined in good
faith by the Issuer) will be excluded,;
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“4) any one time non-cash charges or any amortization or depreciation resulting from purchase
accounting, in each case, in relation to any acquisition of, or merger or consolidation with, another
Person or business orresulting from any reorganization or restructuring involving the Issuer or its
Subsidiaries will be excluded;

5) the cumulative effect ofa change in accounting principles will be excluded;

6) any extraordinary, exceptional or nonrecurring gains or losses or any charges in respect of any
restructuring, redundancy or severance (in each case, as determined in good faith by the Issuer) will

be excluded;

) any unrealized gains or losses in respect of Hedging Obligations or any ineffectiveness recognized
in eamings relatedto qualifying hedge transactions or the fair value or changes therein recognized
in earnings for derivatives that do not qualify as hedge transactions, in each case, in respect of
Hedging Obligations willbe excluded;

®) any non-cash compensation charge or expenses arising from any grant of stock, stock options or
other equity-based awards will be excluded;

9) any goodwill or other intangible asset impairmentcharges willbe excluded; and

(10) all deferred financing costs written off and premium paid in connection with any eardy
extinguishment of Indebtedness and any net gain or loss from any write-off or forgiveness of
Indebtedness will be excluded.

“Consolidated Net Leverage” means, as of any date of determination, the sum, expressed in U.S. dollars, of
the aggregate principal amount of outstanding Indebtedness of the Issuer and the Restricted Subsidiaries on a
consolidated basis (excluding Hedging Obligations), /ess cash and Cash Equivalents of the Issuerand the Restricted
Subsidiaries on a consolidated basis on thatdate of determination. The U.S. dollar equivalent of the principal amount
of Indebtedness denominated in a different currency and cash and Cash Equivalents otherthan U.S. dollars shallbe
calculated based on theapplicable provisions of the covenantdescribed under “—Certain Covenants— Limitation on
Incurrence ofIndebtedness and Issuance of Preferred Stock.”

“Consolidated Net Leverage Ratio” means, as ofany date of determination, the ratio of (a) the Consolidated
Net Leverage on such date to (b) the Consolidated L2QA EBITDA of the Issuer and the Restricted Subsidiaries;
provided that, in the event that the Issuer or any Restricted Subsidiary incurs, assumes, guarantees, repays,
repurchases, redeems, defeases or otherwise discharges any Indebtedness (other than ordinary working capital
borrowings) subsequent to the commencement of the period for which Consolidated L2QA EBITDA is being
calculated and on or priorto the date on which the event for which the calculation ofthe Consolidated Net Leverage
Ratio ismade(the “Calculation Date”), then Consolidated L2QA EBITDA willbe calculated giving pro forma eftect
(as determined in good faith by an Officer of the Issuer responsible for accounting or financial reporting) to such
incurrence, assumption, guarantee, repayment, repurchase, redemption, defeasance or other discharge of Indebtedness,
and the useof theproceeds therefrom, as if the same had occurred at the beginning of the applicable reference period
and may give effect to costsavings or cost reduction synergies thathave occurred.

In addition, for purposes of calculating Consolidated L2QA EBITDA for suchperiod:

08 acquisitions that have been made by the Issuer or any Restricted Subsidiary, including through
mergers or consolidations, or by any Person or any of its Subsidiaries which are Restricted
Subsidiaries acquired by the Issuer orany Restricted Subsidiary, and including all related financing
transactions and including increases in ownership of Subsidiaries which are Restricted Subsidiaries,
during the annualized two consecutive-fiscal quarter reference period or subsequent to such
reference period and on or prior to the relevant Calculation Date, or that are to be made on the
relevant Calculation Date, will be given pro forma effect (as determined in good faith by a
responsible accounting or financial officer of the Issuer and may includeanticipated cost synergies
and expense and cost reductions) as if they had occurred on the first day of the annualized two
consecutive-fiscal quarter reference period;

) if since the beginning of such two consecutive fiscal quarter reference period the Issuer or any
Restricted Subsidiary has disposed of any company, any business, or any group ofassets constituting
an operating unit of a business (any such disposition, a “Sale”) or if the transaction giving rise to
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the need to calculate the Consolidated Net Leverage Ratio is such a Sale, Consolidated L2QA
EBITDA forsuch period will be reduced by an amount equalto the Consolidated L2QA EBITDA
(if positive) attributable to theassets which are the subject of' such Sale for such period or increased
by an amount equal to the Consolidated EBITDA (if negative) attributable thereto for such period,;
provided that if any such sale constitutes “discontinued operations” in accordance with IFRS,
Consolidated Net Income shallbe reduced by an amount equal to the Consolidated Net Income (if
positive) attributable to such operations for such period or increased by an amount equal to the
Consolidated Net Income (if negative) attributable thereto for such period,

3) any Person that is a Restricted Subsidiary on the relevant Calculation Date will be deemed to have
been a Restricted Subsidiary atall times during such two consecutive fiscal quarter reference period,;
and

“4) any Person that isnot a Restricted Subsidiary on the relevant Calculation Date will be deemed not
to have been a Restricted Subsidiary atany time during such two consecutive fiscal quarter reference

period.

“Consolidated Secured Net Leverage Ratio” means, as of any date of determination, with respect to any
specified Person, the Consolidated Net Leverage Ratio of such Person calculated in respect of such Person’s Secured
Indebtedness in lieu of Indebtedness.

“Consolidated Tangible Assets” means, with respect to any Person, as of any date, the Total Assets of such
Person and its Subsidiaries less goodwill and intangibles (other than intangibles arising from, or relating to, intellectual
property, licenses, frequencies or permits of such Person), in each case calculated in accordance with IFRS basedupon
the most recentinternal financial statements available as of such date; provided that in the event that such Person or
any of its Subsidiaries assumes or acquires any assets in connection with the transaction for which Consolidated
Tangible Assets is being calculated, then Consolidated Tangible Assets will be calculated giving pro forma effect to
such assumption oracquisition ofassets, as if the same had occurred atthe beginning of the applicable period.

“Contingent Obligations” means, with respect to any Person, any obligation of such Person guaranteeing in
any manner, whether directly orindirectly, any operating lease, dividend or other obligation that, in each case, does
not constitute Indebtedness (“primary obligations”) of any other Person (the “primary obligor”), including any
obligation of such Person, whether ornot contingent:

(1) to purchase any such primary obligation or any property constituting direct or indirect security
therefor;

) to advance or supply funds:

(a) forthe purchase orpaymentof any such primary obligation; or

(b) to maintain the working capital or equity capital of the primary obligor or otherwise to
maintain thenet worth or solvency of the primary obligor; or

3) to purchase property, securities or services primarily for the purpose of assuring the owner of any
such primary obligation of the ability of the primary obligor to make payment of such primary
obligation againstloss in respect thereof.

“continuing” means, with respect to any Default or Event of Default, that such Default or Event of Default
hasnotbeen curedorwaived.

“Credit Facility” means, one or more debt facilities, instruments or arrangements incurred or commercial
paper facilities and overdraft facilities or indentures or trust deeds or note purchase agreements, in each case, with
banks, other institutions, funds or investors, providing for revolving credit loans, term loans, performance guarantees,
receivables financing (including through the sale of receivables to such institutions or to special purpose entities
formed to borrow from such institutions a gainst such receivables), letters of credit, bonds, notes debentures or other
corporatedebt instruments or securities or other Indebtedness, in each case, as amended, restated, modified, renewed,
refunded, replaced, restructured, refinanced, repaid, increased or extended in whole or in part from time to time (and
whether or not with the original administrative a gent, banks, lenders and other investors or another administative
agent or agents or trustees or other banks, lenders, investors or institutions or one or more other credit or other
agreements, indentures, financing agreements or otherwise) and in each case including all agreements, instraments
and documents executed and delivered pursuant to or in connection with the foregoing (including any notes and letters
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of credit issued pursuant thereto and any guarantee and collateral agreement, patentand trademark security agreement,
mortgages or letter of credit applications and other guarantees, pledges, a greements, security agreementsand collateral
documents). Without limiting the generality ofthe foregoing, theterm “Credit Facilities” shall include any agreement
or instrument (1) changing the maturity ofany Indebtedness incurred thereunder or contemplated thereby, (2) adding
Subsidiaries of the Issuer as additional borrowers, issuers or guarantors thereunder, (3) increasing the amount of
Indebtedness incurred thereunder or available to be borrowed thereunder or (4) otherwise altering the terms and
conditions thereof.

“Currency Exchange Protection Agreement’ means, in respect of any Person, any foreign exchange contract,
currency swap agreement, currency option, cap, floor, ceiling or collar or agreement or other similar agreement or
arrangement designed to protect such Personagainst fluctuations in currency exchange rates as to which such Person
is a party.

“Defaulf’ means any event that is, or with the passage of time orthe giving of notice orboth would be, an
Event of Default.

“Designated Preference Shares” means, with respect to the Issuer, preferred stock (other than Disqualified
Stock) (1) that is issued for cash (other thanto the Issuer ora Subsidiary ofthe Issuer oranemployee stock ownership
plan ortrust established by the Issuer orany such Subsidiary forthe benefit of theiremployees to the extent funded
by the Issuer or such Subsidiary) and (2) that is designated as “Designated Preference Shares” pursuantto an Officer’s
Certificate oftheIssuerat orprior to the issuance thereof, thenetproceeds of which are excluded from the calculation
set forth in clause(c)(ii) of the first paragraph of the covenant described under “—Certain Covenants—Limitation on
Restricted Payments.”

“Disqualified Stock” means any Capital Stock that, by its terms (or by theterms of any security into which it
is convertible, or for which it is exchangeable, in each case, at theoption of the holder of the Capital Stock), or upon
the happening of any event, (1) matures or is mandatorily redeemable, pursuant to a sinking fund obligation or
otherwise, or redeemable at the option of the holder of the Capital Stock, in whole or in part, on or prior to the six-
month anniversary of the date that the Notes mature or (2) provides for, either mandatorily or at the option of the
holderofthe Capital Stock, the payment of dividends or distributions (other than in the form of Equity Interests that
are not Disqualified Stock). Notwithstanding the preceding sentence, any Capital Stock that would constitute
Disqualified Stock solely because the holders of the Capital Stock have the right to require the issuer thereof to
repurchase such Capital Stock upon the occurrence of a Change of Control or an Asset Sale will not constitute
Disqualified Stock if theterms of such Capital Stock provide thattheissuer thereof may not repurchase or redeem any
such Capital Stock pursuant to such provisions unless such repurchase or redemption complies with the covenant
described under “—Certain Covenants—Limitation on Restricted Payments.” For purposes hereof, the amount of
Disqualified Stock which does not have a fixed repurchase price shallbe calculated in accordance with the terms of
such Disqualified Stock as if such Disqualified Stock were purchased on any date on which Indebtedness shall be
required to be determined pursuant to the Indenture, and if such price is based upon, ormeasured by, the fair market
value of such Disqualified Stock, such fairmarket value to be determined as set forth herein.

“Equity Interests” means Capital Stock and all warrants, options or other rights to acquire Capital Stock (but
excludingany debtsecurity that is convertible into, or exchangeable for, Capital Stock).

“Equity Offering” means any sale of Capital Stock (other than Disqualified Stock or Designated Preference
Shares) of the Issuer pursuantto which the netcash proceeds are contributed to the Issuer in the form ofa subscription
for, ora capital contribution in respect of, Capital Stock (other than Disqualified Stock) ofthe Issuer.

“Excluded Contributions” means the net cash proceeds, property or assets received by the Issuer after the
Issue Date from:

08 contributions to its Equity Interests; and

) the sale (otherthan to a Subsidiary ofthe Issuer) of Capital Stock (other than Disqualified Stock or
Designated Preference Shares) of theIssuer,

in each case designated as “Excluded Contributions” pursuant to an Officer’s Certificate (which shallbe designated
no laterthanthe dateon which such Excluded Contribution has beenreceived by theIssuer), the net cash proceeds of
which are excluded from the calculation set forth in the clause(c)(ii) of the first paragraph ofthe covenant described
under “—Certain Covenants—Limitation on Restricted Payments.”
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“fair market value” wherever such term is used in this “Description of Notes” or the Indenture (except as
otherwise specifically provided in this “Description of Notes” section or the Indenture), is as determined in good faith
by the Issuer’s Chief Executive Officer or Chief Financial Officer ora responsible accounting or financial officer of
the Issuer.

“Fitch” means Fitch Ratings Ltd.

“Government Securities” means direct non-callable and non-redeemable obligations of, or obligations
guaranteed by the United States government, and the payment for which the United States government pledges its ful

faith and credit.

“guarantee” meansa guarantee other than by endorsement ofnegotiable instruments for collection or deposit
in the ordinary course ofbusiness, of allorany partof any Indebtedness (whether arising by a greements to keep-well,
to take or pay orto maintain financial statement conditions, pledges of assets or otherwise).

“Guarantors” means the Subsidiaries of the Issuer that guarantee the Notes, including the Initial Guarantor
and any other Person that provides a Note Guarantee in accordance with the provisions of the Indenture, and therr
respective successors and assigns, in each case, until the Note Guarantee of such Person has been released in
accordance with the provisions of the Indenture.

“Hedging Obligations” means, with respectto any specified Person, the obligations of such Person under:

1) interest rate swap agreements, (whether from fixed to floating or from floating to fixed), interest
rate capagreements and interestratecollaragreements;

) otheragreements or arrangements designed to manage interestrates or interestraterisk; and

3) otheragreements or arrangements designed to protect such Person against fluctuations in currency

exchange rates, including Currency Exchange Protection Agreements, or commodity prices.

“IFRS” means International Financial Reporting Standards or any variation thereof with which the Issuer
complies as in effect on the Issue Date or, with respect to the covenant described under “—Certain Covenants—
Reports,” as in effect from time to time. Except as otherwise set forth in the Indenture, all ratios, calculations and
determinations based on IFRS contained in the Indenture shall be computed in accordance with IFRS as in effecton

the Issue Date.

“Indebtedness” means, with respect to any specified Person, any indebtedness of such Person (excluding
accruedexpenses and trade payables):

(1) in respect of borrowed money;

) evidenced by bonds, debentures, notes, loan stock, commercial paper, acceptance credits, letters of
credit, bills or promissory notes drawn, accepted, endorsed orissued by such Person (but not Trade
Instruments);

3) representing non-contingent obligations of such Person to reimburse any other Person for amounts

paid by that Person undera letter of credit or similar instrument (excluding any letters of credit or
similar instrument incurred and payable in the ordinary course of business and excludingany such
obligations that are satisfied within 365 days ofthe date such obligations were incurred);

4) representing Capital Lease Obligations;

) representing the balance deferred and unpaid of the purchase price of any property or services due
more thanone yearafter such property is acquired or such services are completed;

©6) representing any Hedging Obligations in respect of interest rate or currency hedging; and

) the principal component of all obligations, or liquidation preferences, with respect to any

Disqualified Stock or, with respectto any Restricted Subsidiary, any preferred stock (but excluding,
in each case, any accrued dividends),

if and to the extentany ofthe precedingitems (otherthan letters of credit and Hedging Obligations) would appear as
a liability upon a balancesheet(excluding the footnotes thereto) of the specified Person prepared in accordance with
IFRS.
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In addition, the term “Indebtedness” includes (i) all Indebtedness of others secured by a Lien onany asset of
the specified Person (whether or notsuch Indebtedness is assumed by the specified Person); providedthat to the extent
such Indebtedness is not assumed by the specified Person, the amount of such Indebtedness will be the lesser of (a)
the fairmarketvalue of such assetat thedate of determinationand (b) the amount ofsuch Indebtedness, and (ii) to the
extent not otherwise included, the guarantee by the specified Person of any Indebtedness of any other Person.

The term “Indebtedness” shallnot include:
(1) Contingent Obligations incurred in the ordinary course of business;

) in connection with the purchase by the Issuer orany Restricted Subsidiary of any business, any post-
closingpayments to whichtheseller maybecome entitled to the extent such payment is detemrmined
by a final closing balance sheet or other financial metric or such payment depends on the
performanceof such business a fter the closing;

3) purchaseprice hold-backs in respectofa portion ofthe purchaseprice ofanassetto satisfy wamanty
claims or other nonperforming obligations ofthe seller;

4) obligations underorin respect of a Qualified Receivables Financingto the extent such obligations
(other than Standard Securitization Undertakings) are non-recourse to the Issuer or any Restricted
Subsidiary; or

5) forthe avoidance of doubt, any contingent obligations in respect of workers’ compensation claims,
early retirement or termination obligations, pension fund obligations or contributions or similar

claims, obligations or contributions or social security or wa ge Taxes.

“Investment Grade Rating” means “Baa3” or better by Moody’s, “BBB-"or better by S&P and “BBB-" or
better by Fitch (or, if any such entity ceases to rate the Notes, the equivalent investment grade credit rating from any
other “nationally recognized statistical rating organization” within themeaning of Rule 15¢3-1(c)(2)(vi)(F) under the

Exchange Act selected by the Issuerasa replacementagency).

“Investments” means, with respect to any Person, all direct or indirect investments by such Person in other
Persons (including Affiliates) in the forms ofloans (including guarantees of Indebtedness, butexcluding advances or
extensions of credit to customers or suppliers made in the ordinary course of business), advances or capital
contributions (excluding commission, travel and similar advances to officers and employees made in the ordinary
course of business), purchases or other acquisitions for consideration of Indebtedness, Equity Interests or other
securities of another Person, together with allitems thatare or would be classified as Investments on a balance sheet

(excludingthe footnotes) prepared in accordance with I[FRS.

Ifthe Issuerorany Restricted Subsidiary sells or otherwise disposes ofany Equity Interests of any director
indirect Restricted Subsidiary such that, a fter giving effect to any suchsale or disposition, such Personisno longera
Restricted Subsidiary, the Issuer willbe deemed to have made an Investment onthe date ofany such sale or disposition
equalto thefairmarket value ofthelIssuer’s Investments in such Restricted Subsidiary that were not sold or disposed
of in an amount determined as provided in the final paragraph of the covenant described under “—Certain
Covenants—Limitation on Restricted Payments.” The acquisition by the Issuer or any Restricted Subsidiaty of a
Person that holds anInvestment in a third Person willbe deemedto be an Investmentby the Issuer or such Restricted
Subsidiary in such third Person in an amount equal to the fair market value of the Investments held by the acquired
Person in such third Person in an amount determined as provided in the final paragraph of the covenant described
under “—Certain Covenants—Limitation on Restricted Payments.” Exceptasotherwise provided in the Indenture, the
amountofan Investment will be determined atthe time the Investment is made and without giving effect to subsequent
changes in valueand, to the extent applicable, shall be determined based onthe equity value of such Investment.

“Issue Date” means November 12,2020.

“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interestor encumbrance
of any kind in respect of such asset, whether or not filed, recorded or otherwise perfected under applicable law,
includingany conditional sale or other title retention agreement or any lease in the naturethereof.

“Management Advances” means loans or advances not exceeding U.S.$5.0 million in aggregate amount
outstanding at any time, and in each case made to, or guarantees with respectto loans oradvances madeto, directors,
officers or employees of the Issuer or any Restricted Subsidiary: (1) in respect of travel, entertainment or moving
related expenses incurred in the ordinary course of business; (2) in respect of moving related expenses incurred in
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connection with any closing or consolidation of any facility or office; or (3) otherwise in the ordinary course of
business.

“Moody’s” means Moody’s Investors Service, Inc.

“Net Proceeds” means the aggregate cash proceeds received by the Issuer or any Restricted Subsidiary in
respect of any Asset Sale (including, without limitation, any cash received upon the sale or other disposition of any
non-cash consideration or Cash Equivalents substantially concurrently received in any Asset Sale), netof(1)the direct
costs relating to such Asset Sale, including, without limitation, legal, accounting and investment banking fees, and
sales commissions, and any relocation expenses incurred as a result of the Asset Sale, (2) taxes paid orpayable asa
result of the AssetSale, (3) all distributionsand other payments required to bemadeto minority interest holders (other
than theIssuerorany of its Subsidiaries) in Subsidiaries or joint ventures as a result of such Asset Sale, (4) any reserve
for adjustment or indemnification obligations in respect of the sale price of such asset or assets established in
accordance with IFRS, and (5) all payments made on any Indebtedness incurred pursuant to clause (4) ofthe definition
of “Permitted Debt”secured by any assetssubject to such AssetSale, as required in accordance with the termsofany
Lien upon suchassets, or which by applicable law is required be repaid out ofthe proceeds from such Asset Sale.

“Non-Recourse Debt’ means Indebtedness as to which neither the Issuer nor any Restricted Subsidiary (1)
provides credit support of any kind (including any undertaking, agreement or instrument that would constitute
Indebtedness) or (2)is directly orindirectly liable as a guarantor or otherwise.

“Obligations” means any principal, interest, penalties, fees, indemnifications, reimbursements, damages and
other liabilities payable under the documentation governing any Indebtedness.

“OECD Member” means any member country of the Organisation for Economic Co-Operation and
Developmentas of the Issue Date.

“Offering Memorandum” means this offering memorandum, dated November 9, 2020, relating to the sale of
the Notes.

“Officer” means, with respect to any Person, the Chairman of the Board, the Chief Executive Officer, the
President, the Chief Operating Officer, the Chief Financial Officer, the Treasurer, a member ofthe Board of Directors,
a managerora responsible accounting or financial officer of such Person.

“Officer’s Certificate” means, with respectto any Person, a certificate signed by an Officer of such Person.

“Pari Passu Indebtedness” means (1) with respect to the Issuer, any Indebtedness that ranks pari passu in
right of payment to the Notes and (2) with respect to a Guarantor, any Indebtedness that ranks pari passu in right of
paymentto theNote Guarantee of such Guarantor.

“Permitted Business” means (1) any businesses activities engaged in by the Issuerorany of its Subsidiaries
on the Issue Date and (2) any businesses, services and activities engaged in by the Issuer or any of the Restricted
Subsidiaries thatare related, complementary, incidental, ancillary or similar to any ofthe foregoing or are extensions
or developments of any thereof.

“Permitted Holders” means Ricardo B. Salinas Pliego, his spouse, his children and any Affiliates of the
foregoing. Any person or group whose acquisition ofbeneficial ownership constitutes a Change of Control in respect
of which a Change of Control Offer is made in accordance with the requirements of the Indenture will thereafter,
together with its Affiliates, constitute an additional Permitted Holder.

“Permitted Investments” means:
1) any Investment in the Issuerorin a Restricted Subsidiary;
) any Investment in cash and Cash Equivalents;

3) any Investment by the Issuer or any Restricted Subsidiary in a Person, if as a result of such
Investment:

(a) such Person becomes a Restricted Subsidiary; or

(b) such Person is merged, consolidated or amalgamated with orinto, or transfers or conveys
substantially all of its assets to, oris liquidated into, the Issuer ora Restricted Subsidiary;
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4)

)

(©)

™)

@)

©)

(10)

(11)

(12)

(13)

(14)

(15)

any Investment made as a result of the receipt of non-cash consideration from an Asset Sale that
was made pursuant to and in compliance with the covenant described under “—Repurchase atthe

Option of Holders—AssetSales”;

any acquisition of assets or Capital Stock solely in exchange for the issuance of Equity Interests
(otherthan Disqualified Stock) of theIssuer;

any Investments received in compromise or resolution of (a) obligations of trade creditors or
customers that were incurred in the ordinary course of business of the Issuer or any Restricted
Subsidiary, including pursuant to any plan of reorganization or similar arrangement upon the
bankruptcy or insolvency of any trade creditor or customer; or (b) litigation, arbitration or other
disputes or foreclosure of Liens;

Investments in receivables owingto the Issuer orany Restricted Subsidiary created oracquired in
the ordinary course of business;

Investments represented by Hedging Obligations, which obligations are permitted by clause (8) of
the second paragraph under “—Certain Covenants—Limitation on Incurrence of Indebtednessand
Issuance of Preferred Stock™;

Investmentsin the Notes and any other Indebtedness of the Issuer or any Restricted Subsidiary (other
than Indebtedness constituting Subordinated Obliga tions);

any guarantee of Indebtedness permitted to be incurred by the covenant described under “—Certain
Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”;

guarantees of performance or other obligations (other than Indebtedness) arising in the ordinary
course of the business of the Issuer and the Restricted Subsidiaries, including obligations under
licenses, concessions or operating leases related to the ordinary course ofthe business of the Issuer

and the Restricted Subsidiaries;

any Investment existing on, or made pursuant to binding commitments existing on, the Issue Date
by the Issuer or any Restricted Subsidiary and any Investment consisting of an extension,
modification or renewal of any such Investment existing on, or made pursuant to a binding
commitment existing on, the [ssue Date; providedthat the amount of any such Investment may be
increased (a)asrequired by theterms of such Investmentas in existence on the Issue Dateor (b) as
otherwise permitted under the Indenture;

Investmentsacquired afterthe Issue Date as a result ofthe acquisition by the Issuer orany Restricted
Subsidiary of another Person, including by way of a merger, amalgamation or consolidation with or
into the Issuer or any Restricted Subsidiary in a transaction that is not prohibited by the covenant
described under “—Certain Covenants—Merger, Consolidation or Sale of Assets” after the Issue
Date to the extentthatsuch Investments were notmade in contemplation of such acquisition, merger,
amalgamation or consolidation and were in existence on the date of such acquisition, merger,

amalgamation or consolidation;

any Investment to the extent made using as consideration Capital Stock of the Issuer (other than
Disqualified Stock); and

other Investments in any Person having an a ggregate fair market value (measured onthe date each
such Investment was made and without giving effect to subsequent changes in value), when taken
together with all other Investments made pursuant to this clause (15) thatare at the time outstanding
notto exceedthegreaterof(a) U.S.$75.0million and (b) 25.0% of Consolidated L2QA EBITDA at
any time outstanding; provided thatif an Investment is made pursuantto this clause (15) in a Person
that is not a Restricted Subsidiary and such Person subsequently becomes a Restricted Subsidiary
or is subsequently designated a Restricted Subsidiary pursuant to the covenant described under “—
Certain Covenants—Limitation on Restricted Payments,” such Investment shall thereafter be
deemedto have been made pursuantto clause (1) or(3) of this definition of Permitted Investments

and notthis clause (15).

162



“Permitted Liens” means:

)
2)

G)

)

)
(©)

(M
®)

©)
(10)

(1)

(12)

(13)

Liensin favorofthelssuerorany Restricted Subsidiary;

Liens on property (including Capital Stock) of a Person existing at the time such Person becomes a
Restricted Subsidiary or is merged with or into or consolidated with the Issuer or any Restricted
Subsidiary; provided that such Liens donotextend to any assets other than those of the Person that
becomes a Restricted Subsidiary or is merged with or into or consolidated with the Issuer or any
Restricted Subsidiary;

Liens to secure the performance of statutory obligations, trade contracts, insurance, surety or appeal
bonds, workers compensation obligations, leases (including, without limitation, statutory and
common law landlord’s liens), performance bonds, surety and appeal bonds or other obliga tions of
a like nature incurred (including Liens to secure letters of credit issued to assure payment of such
obligations) or Liens in connection with bids, tenders, contracts or leases to secure licenses, public
or statutory obligations, in eachcase, incurred in the ordinary course of business;

Liens securing Indebtedness under Hedging Obligations, which obligations are permitted by cluse
(7) of the second paragraph under “—Certain Covenants— Limitation on Incurrence of Indebtedness

and Issuance of Preferred Stock”;
Liens existing on the IssueDate;

Liens fortaxes, assessments or governmental charges or claimsthat(a) are not yet due and payablke
or (b) are being contested in good faith and for which adequate reserves have been made in
accordance with IFRS;

any Liens imposed by the operation oflaw in the ordinary course of business;

survey exceptions, easements or reservations of, or rights of others for, licenses, rights-of-way,
sewers, electric lines, telegraph and telephone lines and other similar purposes, or zoning or other
restrictions as to theuse ofreal property that were notincurred in connection with Indebtedness and
that do not in the aggregate materially adversely affect the value of said properties or materially
impairtheiruse in the operation of the business of such Person;

Liens created forthebenefit of (or to secure) the Notes or the Note Guarantees;

Liensin favorof customs and revenue authorities arisingas a matter of law to secure payments of
customs duties in connection with the importation of goods;

Liens to secure any Permitted Refinancing Indebtedness (excluding Liens to secure Permitted
Refinancing Indebtedness initially secured pursuantto clause (1) or (30) ofthis definition) permitted
to be incurred under the Indenture; provided, however, that:

(a) thenew Lien is limited to allor part of thesame property and assets that secured or, under
the written a greements pursuant to which the original Lien arose, could secure the original
Lien (plus improvements and accessions to such property or proceeds or distributions
thereof); and

(b) the Indebtedness secured by the new Lien is not increased to any amount greater than the
sum of (i) the outstanding principal amount, or, if greater, committed amount, of the
Indebtedness renewed, refunded, refinanced, replaced, defeased or discharged with such
Permitted Refinancing Indebtedness and (i) an amount necessary to pay any fees and
expenses, including premiums, related to such renewal, refunding, refinancing
replacement, defeasance or discharge;

Liens on insurance policies and proceeds thereof, or other deposits, to secure insurance premium
financings;

Liensarisingin favorofthe Trustee forits own benefit and similar Liens in favor of other trustees,
agents and representatives arising under instruments governing Indebtedness pemitted to be
incurred; provided, however, that such Liens are solely for the benefit of the trustees, agents or
representatives in their capacities as such and not for the benefit ofthe holders of the Indebtedness;
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(14)

(15)

(16)

(17)

(18)

(19)

(20)

o2y

22)

(23)

24)

(25)

(26)

@7

bankers’ Liens, rights of setoff orsimilarrights and remedies as to deposit accounts, Liens arising
out of judgments or awards not constituting an Event of Default and notices of /is pendens and
associated rights related to litigation being contested in good faith by appropriate proceedings and
forwhich adequate reserves have beenmade;

Liens on cash, Cash Equivalents or other property arising in connection with the defeasance,
discharge orredemption of Indebtedness;

Liens on specific itemsofinventory or other goods (and the proceeds thereof) of any Person securing
such Person’s obligations in respectofbankers’ acceptances issued or created in the ordinary course
of business for the account of such Person to facilitate the purchase, shipment or storage of such
inventory orother goods;

leases (including operating leases), licenses, subleases and sublicenses of assets in the ordinary
course of business;

Liens arising out of conditional sale, title retention, consignment or similar arrangements for the
sale of assets entered into in the ordinary course of business;

(a)mortgages, liens, security interests, pledges, restrictions, encumbrances or any other matters of
record that havebeen placed by any developer, landlord or other third party on property over which
the Issuer or any Restricted Subsidiary has easement rights or on any real property leased by the
Issuer or any Restricted Subsidiary (including any rental deposits) and subordination or similar
agreements relating thereto and (b) any condemnation or eminent domain proceedings or
compulsory purchase order a ffecting real property;

Liens on property or assets under construction (and related rights) in favor of a contractor or
developerorarising from progress or partial payments by a third party relating to such property or
assets;

(a) Liens securing or arising by reason of any netting or set-off arrangement entered into in the
ordinary course of banking or other trading activities; or (b) Liens in connection with specified bank
accounts (and cash therein) in connection with the incurrence and repayment of Indebtedness under
any daylight facilities permitted to be incurred under the covenant described under “—Certain

Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock™;

Liens (including put and call arrangements) on Capital Stock or other securities ofany Unrestricted
Subsidiary thatsecure Indebtedness of such Unrestricted Subsidiary;

pledges of goods, the related documents of'title and/or other related documents arising or created in
the ordinary course ofthe Issuer orany Restricted Subsidiary’ business or operations as Liens only
for Indebtedness to a bank or financial institution directly relating to the goods or documents on or

overwhich the pledge exists;

Liens overcash paid into an escrow account pursuant to any purchase price retention arrangement
aspart of any permitted disposal by theIssuerora Restricted Subsidiary on condition thatthe cash
paid into such escrow account in relation to a disposal does not represent more than 15.0% of the
net proceeds of such disposal;

limited recourse Liens in respect of the ownership interests in, or assets owned by, any joint ventures
which are not Restricted Subsidiaries securing obligations of suchjoint ventures;

Liens created on anyasset of the Issuerora Restricted Subsidiary established to hold assets of any
stock optionplan or any other management or employee benefit or incentive plan or unit trust of the

Issuerora Restricted Subsidiary securingany loanto finance the acquisition of such assets;

Liens (a) on escrowed proceeds for the benefit of the related holders of debt securities or other
Indebtedness (or the underwriters or arrangers thereof) or (b) on cash set aside at the time of the
incurrence of any Indebtedness or government securities purchased with such cash, in the case of
each of clause (a)and (b), to the extent such cash or government securities prefund the payment of
interest on such Indebtedness or the or the escrowed proceeds are held pending satisfaction of
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(28)

(29)

(30)

G

conditions precedent and are held in an escrow account or similar arrangement to be applied for
such purpose;

Liens (a) on Receivables Assets incurred in connection with a Qualified Receivables Financing or
Liens securing Indebtedness or other obligations of a Receivables Subsidiary or (b) securing
Indebtedness or other financing arrangements described in clause (20)(b) of the second paragraph
of'the covenant described under “—Certain Covenants—Limitation on Incurrence of Indebtedness

and Issuanceof Preferred Stock”;

Liens on property orassets ofa Restricted Subsidiary thatis not a Guarantor to secure Indebtedness
of such Restricted Subsidiary orany other Restricted Subsidiary that is not a Guarantor;

Liens securing Indebtedness permitted to be incurred pursuant to the covenantdescribed under “—
Certain Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock™;
provided that at the time such Lien is incurred, and after taking account thereof, the Consolidated
Secured Net Leverage Ratioshallnot exceed3.00to 1.00;and

Liens incurred in the ordinary course of business ofthe Issuer orany Restricted Subsidiary securing
Indebtedness of the [ssuerand the Restricted Subsidiaries that does notexceedat the time the Lien
is incurred, and after taking account thereof, the greater of U.S.$80.0 million and 5.0% of
Consolidated Tangible Assets at any one time outstanding.

“Permitted Refinancing Indebtedness” means any Indebtedness of the Issuer or any Restricted Subsidiary
issued in exchange for, or the net proceeds of which are used to renew, refund, refinance, replace, exchange, defease
or discharge other Indebtedness of the Issuer or any Restricted Subsidiary (other than intercompany Indebtedness);

provided that:
(1)

)

G)

“4)

the aggregate principal amount (or accreted value, if applicable), or if issued with original issue
discount, aggregate issue price) of such Permitted Refinancing Indebtedness does not exceed the
principalamount (oraccreted value, if applicable, or if issued with originalissue discount, aggregate
issue price) of the Indebtedness renewed, refunded, refinanced, replaced, exchanged, defeased or
discharged (plus all accrued interest on the Indebtedness and the amount of all fees and expenses,
including premiums, incurred in connection therewith);

such Permitted Refinancing Indebtedness has (a) a final maturity datethat is either (i) no earlier than
the final maturity date of the Indebtedness being renewed, refunded, refinanced, replaced,
exchanged, defeased or discharged or (ii) after the final maturity date of the Notes and (b) has a
Weighted Average Life to Maturity that is equal to or greater than the Weighted Average Life to
Maturity of the Indebtedness being renewed, refunded, refinanced, replaced, defeased or discharged;

if the Indebtedness being renewed, refunded, refinanced, replaced, exchanged, defeased or
discharged is expressly, contractually subordinated in right of payment to the Notes or a Note
Guarantee, such Permitted Refinancing Indebtedness is subordinated in right of payment to the
Notes or such Note Guarantee, as the case may be, on terms at least as favorable to the holders of
Notes as those contained in the documentation governing the Indebtedness being renewed, refunded,
refinanced, replaced, exchanged, defeased or discharged; and

if the Issuer or any Guarantor was the obligor on the Indebtedness being renewed, refunded,
refinanced, replaced, defeased or discharged, such Indebtedness is incurred either by the Issuerora
Guarantor.

Permitted Refinancing Indebtedness in respect of any Indebtedness may be incurred from time to time after
the termination, discharge orrepayment ofany such Indebtedness.

“Person” means any individual, corporation, partnership, joint venture, association, joint stock company,
trust, unincorporated organization, limited liability company or government or other entity.

“Public Equity Offering” means, with respectto any Person, a bona fide public offering ofthe ordinary shares
or common equity of such Person (other than a registration statement on Form S-8 or otherwise relating to Equity

Interests issued orissuable under any employeebenefit plan).
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“Qualified Receivables Financing” meansany Receivables Financing ofa Receivables Subsidiary that meets
the following conditions: (1) an Officer or the Board of Directors of the Issuer shall have determined in good faith
that such Qualified Receivables Financing (including financing terms, covenants, termination events and other
provisions)isin the aggregate economically fairandreasonable to the [ssuerand the Receivables Subsidiary, (2) all
sales of accounts receivable or Accounts Receivable Collection Rights (or participations or beneficial interests in
accounts receivable or Accounts Receivable Collection Rights) and related assets to the Receivables Subsidiaty are
madeat fairmarketvalue (as determined in good faith by an Officer orthe Board of Directors of the Issuer), and (3)
the financing terms, covenants, termination events and other provisions thereof shall be on market terms (as
determined in good faith by theIssuer) and may include Standard Securitization Undertakings.

The grant of a security interest in any accounts receivable or Accounts Receivable Collection Rights (or
participations or beneficial interests in accounts receivable or Accounts Receivable Collection Rights) of the Issuer or
any Restricted Subsidiary (other than a Receivables Subsidiary) to secure Indebtedness under Credit Facilities or
Indebtedness in respect ofthe Notes shallnot be deemed a Qualified Receivables Financing,

“Rating Agencies” means Moody’s, S&P and Fitch (or, if any suchentity ceases toratethe Notes, any other
“nationally recognized statistical rating organization” within the meaning of Rule 15¢3-1(c)(2)(vi)(F) under the
Exchange Act selected by the Issuerasa replacementagency).

“Rating Decline” means the occurrence, at any time within 90 days after the earlier of the date of public
notice of the occurrence ofa Change of Control or of the Issuer’s intention to effecta Change of Control (which period
shallbe extended so longasthe rating of the Notes is under publicly announced consideration for possible downgrade
by any of the Rating Agencies), of any of the following events expressly stated by the applicable Rating Agency to
havebeenasa resultof such Change of Control (i) in the eventthe Notes havean Investment Grade Ratingby atleast
two of the Rating Agencies on the date of such public notice, the rating of the Notes by at least two Rating Agency
shallbe below an Investment Grade Rating; (ii) in the event the Notes have an Investment Grade Rating by any, but
not two or more, of the Rating Agencies on the date of such public notice, the rating of the Notes by such Rating
Agency will be changed to below an Investment Grade Rating; or (iii) in the event the Notes are rated below an
Investment Grade Ratingby atleast two ofthe Rating Agencies prior to such public notice, therating of the Notesby
atleasttwo Rating Agency shallbe decreased by one or more gradations (including gradations within rating categories
aswell as betweenrating categories).

“Receivable” means a right to receive payment arising from a sale orlease of goods orservices by a Person
pursuantto anarrangement with another Person pursuantto which such other Personis obligated to pay for goodsor
services under terms that pemmit the purchase of such goodsand services on credit, as determined on the basis of I[FRS.

“Receivables Assets” means any assets that are or will be the subject of a Qualified Receivables Financing,

“Receivables Fees” means distributions or payments made directly or by means of discounts with respect to
any participation interest issued or sold in connection with, and other fees paid to a Person that is not a Restricted

Subsidiary in connection with, any Receivables Financing.

“Receivables Financing” means any transaction or series of transactions that may be entered into by the
Issuerorany of its Subsidiaries pursuant to which the Issuer orany of its Subsidiaries may sell, convey or otherwise
transferto (1)a Receivables Subsidiary (in the case of a transfer by the Issuerorany of its Subsidiaries), or (2) any
other Person (in the case of a transfer by a Receivables Subsidiary), ormay grant a security interest in, any accounts
receivable or Accounts Receivable Collection Rights (orparticipations or beneficial interests in accounts receivable
or Accounts Receivable Collection Rights) (whethernow existingorarising in the future) of the Issuerorany of its
Subsidiaries, and any assets related thereto, including all collateral securing such accounts receivable or Accounts
Receivable Collection Rights (or participations or beneficial intereststherein), all contracts and all guaranteesor other
obligations in respect of such accounts receivable or Accounts Receivable Collection Rights (or participations or
beneficial interests therein), proceeds of such accounts receivable or Accounts Receivable Collection Rights (or
participations or beneficial intereststherein) and other assets which are customarily transferred or in respect of which
security interest are customarily granted in connection with asset securitization transactions involving accounts
receivable or Accounts Receivable Collection Rights (orparticipations or beneficial interests in accounts receivable
or Accounts Receivable Collection Rights) and any Hedging Obligations entered into by the Issuer or any such
Subsidiary in connection with such accounts receivable or Accounts Receivable Collection Rights (or participations
or beneficial interests therein).
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“Receivables Repurchase Obligation” means any obligation of a seller of receivables in a Qualified
Receivables Financing to repurchase receivables (or participations or beneficial interests in receivables) arisingas a
result of a breach ofa representation, warranty or covenant or otherwise, includingas a result ofa receivable or portion
thereofbecoming subject toany asserted defense, dispute, off-setor counterclaim ofany kind as a result of any action
takenby, any failure to take actionby orany other event relating to theseller.

“Receivables Subsidiary” means either (x) a Wholly-Owned Subsidiary of the Issuer or (y) another Person
formed forthepurposesof engagingin a Qualified Receivables Financing with the Issuer or any Restricted Subsidiary
in which the [ssuerorany Restricted Subsidiary of the [ssuer may make an Investment and to which the Issuer orany
Subsidiary of the Issuer transfers accounts receivable or Accounts Receivable Collection Rights (or participations or
beneficial interests in accounts receivable or Accounts Receivable Collection Rights) and any related assets, which
engages in no activities other than in connection with the financing of such accounts receivable or Accounts
Receivable Collection Rights (or participations or beneficial interests therein) of the Issuer and its Subsidiaries, all
proceeds thereof and all rights (contractual or other), collateraland otherassets relating thereto, and any business or
activities incidental or related to such business, and which, in either such case, is designated by the Board of Directors
ofthe Issuer(asprovidedbelow)as a Receivables Subsidiary and:

(1) no portion of the Indebtedness or any other obligations (contingent or otherwise) of which (a) is
guaranteed by the Issuer or any Restricted Subsidiary (excluding guarantees of obligations (other
than the principal of, and interest on, Indebtedness) pursuant to Standard Securitization
Undertakings), (b) is subjectto termsthatare substantially equivalent in effect toa guarantee of any
losses on securitized orsold receivables by the Issuer orany Restricted Subsidiary, (c)is recourse
to or obligates the Issuer or any Restricted Subsidiary in any way other than pursuant to Standard
Securitization Undertakings, or (d) subjects any property or asset of the Issuer or any Restricted
Subsidiary, directly or indirectly, contingently or otherwise, to the satisfaction thereof, other than
pursuantto Standard Securitization Undertakings,

) with which neither the Issuer nor any Restricted Subsidiary has any contract, agreement,

arrangementor understanding other than on terms which the Issuer reasonably believesto beno less
favorable to the Issuer or such Restricted Subsidiary than those that might be obtained at the time

from Persons thatare not Affiliates of the Issuer, and

3) to which neither theIssuer norany Restricted Subsidiary has any obligation to maintain or preserve
such entity’s financial condition or causesuchentity to achieve certain levels of operating results.

Any such designationby the Board of Directors of the [ssuershallbe evidenced to the Trusteeby filing with
the Trustee a copy of the resolution of the Board of Directors of the Issuer giving effect to such designation and an
Officer’s Certificate certifying that such designation complied with the foregoing conditions.

“Restricted Investment’ means an Investment other than a Permitted Investment.

“Restricted Subsidiary” means any Subsidiary of theIssuerthatis not an Unrestricted Subsidiary.
“S&P” means Standard & Poor’s Ratings Group.

“SEC” means the U.S. Securities and Exchange Commission.

“Secured Indebtedness” means any Indebtedness of a Person securedby a Lien.

“Significant Subsidiary” means, at the date of determination, any Restricted Subsidiary that together with its
Subsidiaries thatare Restricted Subsidiaries (1) forthe most recent fiscal year, accounted for more than 10.0% of the
consolidated revenues of the Issuer or (2) as of the end of the most recent fiscal year, was the owner of more than

10.0% of theconsolidated Total Assets ofthe Issuer.

“Standard Securitization Undertakings” means representations, warranties, covenants, indemnities and
guarantees of performance entered intoby the Issuer orany Subsidiary of the Issuer which the Issuerhas determined
in good faith to be customary in a Receivables Financing, including those relating to the servicingof the assets of a
Receivables Subsidiary, it being understood that any Receivables Repurchase Obligation shall be deemed to be a
Standard Securitization Undertaking.

“Stated Maturity” means, with respect to any installment of interest or principal on any series of Indebtedness,
the dateon which thepayment of interest or principal was scheduled to be paid in the documentation governing such
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Indebtedness as ofthelssue Date,and will not includeany contingentobligations to repay, redeem or repurchase any
such interest or principal prior to the date originally scheduled for the payment thereof.

“Subordinated Obligation” means, with respect to any Person, any Indebtedness of the Issuer or any
Restricted Subsidiary which is expressly subordinated in right of payment to the Notesor any Note Guarantee pursuant
to a written agreement.

“Subsidiary” means, with respect to any specified Person:

(1) any corporation, association or other business entity of which more than 50.0% of the total voting
powerof shares of Capital Stock entitled (withoutregardto the occurrence ofany contingency and
after giving effect to any voting agreement or stockholders’ agreement that effectively transfers
voting power) to vote in the election of directors, managers or trustees of the corporation, association
or otherbusiness entity is at the time owned or controlled, directly orindirectly, by that Person or
one ormore of the other Subsidiaries of that Person (or a combination thereof); and

) any partnership or limited liability company of which (a) more than 50.0% of thecapital accounts,
distribution rights, total equity and voting interests or general and limited partnership interests, as
applicable, are owned or controlled, directly or indirectly, by such Person or one or more of the
other Subsidiaries of that Person or a combination thereof, whether in the form of membership,
general, special or limited partnership interests or otherwise, and (b) such Person orany Subsidiary
of such Person is a controlling general partner or otherwise controls such entity.

“Tax” means any tax, duty, levy, impost, assessment or other governmental charge (including penalties,
interest and any other additions thereto, and, for the avoidance of doubt, including any withholding or deduction for
or on accountof Tax). “Taxes” and“Taxation” shallbe construed to have corresponding meanings.

“Tax Jurisdiction” means (1) any jurisdiction in which the Issuer or any Guarantor is then incorporated,
organized, engaged in business for tax purposes or otherwise resident for tax purposes or any political subdivision or
taxingauthority thereof or therein or (2) any jurisdiction from or through which payment is made by oron behalf of
the Issuer or any Guarantor (including the jurisdiction of any Paying Agent) or any political subdivision or taxing
authority thereof or therein.

“Tax Sharing Agreement” means any tax sharing or profit and loss pooling or similar agreement with
customary or arm’s length terms entered into with an Unrestricted Subsidiary, as the same may be amended,
supplemented, waived or otherwise modified from time to time in accordance with the terms thereof and of the
Indenture.

“Trade Instruments” means any performance bonds, advance payment bondsor documentary letters of credit
issued in respect of the trade obligations ofany ofthe Issuer or any Restricted Subsidiary arising in the ordinary course
of business which, in each case, isnot (or will not be) outstanding for a period longer than ninemonths from the date
such instrument is issued.

“Treasury Rate” means, as of any redemption date, the yield to maturity at the time of computation of U.S.
Treasury securities with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15 (519) which has become publicly available on a day no earlier than two Business Days prior to the
redemptiondate (or, if such statistical releaseis not so published oravailable, any publicly available source of similar
market date selected by the Issuerin good faith)) most nearly equal to the period from the redemption date to
November 12,2023 ; provided, however, that if the period from the redemption date to November 12,2023 is notequal
to the constantmaturity ofa U.S. Treasury security for which a weekly averageyield is given, the Treasury Rate shall
be obtained bya linearinterpolation (calculated to the nearest one-twelfth of a year) from the weekly average yields
to U.S. Treasury securities for which such yields are given, except that if the period from the redemption date to
November 12,2023 is less than one year, the weekly average yield onactually traded U.S. Treasury securities adjusted
to a constantmaturity ofoneyearshallbe used.

“Total Assets” means, with respect to any specified Person as of any date, the total assets of such Person,
calculated on a consolidated basis in accordance with IFRS, excluding all intra-group items and investments in any

Subsidiaries of such Personoforby such Person orany Restricted Subsidiary.
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“Unrestricted Subsidiary” means any Subsidiary ofthe Issuer thatis designated by the Board of Directors of
the Issuerasan Unrestricted Subsidiary pursuant to a resolution of the Board of Directors but only to the extent that

such Subsidiary at thetime ofsuch designation:

(1)
@)

)

hasno Indebtedness other than Non-Recourse Debt;

except as permitted by the covenant described under “—Certain Covenants— Limitation on
Transactions with Affiliates,”is not party to any agreement, contract, arrangement or understanding
with the Issuer or any Restricted Subsidiary unless the terms of any such agreement, contract,
arrangement or understanding areno less favorable to the Issuer or such Restricted Subsidiary than
those thatmight be obtained at thetime from Persons who are not Affiliates oftheIssuer; and

is a Person with respect to which neither the Issuernorany Restricted Subsidiary has any direct or
indirect obligation (a) to subscribe for additional Equity Interests or (b) to maintain or preserve such
Person’s financial condition or to cause such Person to achieve any specified levels of operating
results.

“Voting Stock” of any specified Personas of any date means the Capital Stock of such Person that isat the
time entitled to votein the election of the Board of Directors of such Person.

“Weighted Average Life to Maturity” means, when applied to any Indebtedness at any date, the number of
years obtained by dividing:

(1)

@)

the sum of the products obtained by multiplying (a) theamount of each then remaining installment,
sinking fund, serial maturity or other required payments of principal, including payment at final
maturity, in respect of the Indebtedness, by (b) the number of years (calculated to the nearest one-
twelfth) that will elapse between such dateand the making of such payment; by

the then outstanding principal amounts of such Indebtedness.

“Wholly-Owned Subsidiary” means a Restricted Subsidiary of the Issuer, all of the Capital Stock of which
(otherthan directors’ qualifying shares or shares required by any applicable law orregulationto be held by a Person
other than the Issuer or another Wholly-Owned Subsidiary) is owned by the Issuer or another Wholly-Owned

Subsidiary.
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CLEARING AND SETTLEMENT

Global Notes

The Notes will be issued in the form oftwo or more registered Notes in global form, without interest coupons
(the “Global Notes™), as follows:

e Notes sold to qualified institutional buyers under Rule 144 A will be represented by one or more Rule
144 A Global Notes; and

e Notessold in offshore transactions to non-U.S. persons in reliance on Regulation S will be represented
by one ormore Regulation S GlobalNotes.

Upon issuance, each of the Global Notes will be deposited with the trustee as custodian for DTC and
registered in the name of Cede & Co.,asnominee of DTC.

Ownership of beneficial interests in each Global Note will be limited to persons who have accounts with
DTC, or DTC participants, or persons who hold interests through DTC participants, including Euroclear and
Clearstream.

We expect that under procedures establishedby DTC:

e upon deposit of each Global Note with DTC’s custodian, DTC will credit portions of the principal
amount ofthe Global Note to theaccounts of the DTC participants designated by the Initial Purchasers;
and

e ownership of beneficial interests in each Global Note will be shown on, and transfer of ownership of
those interests will be effected only through, records maintained by DTC (with respect to interests of
DTC participants) and the records of DTC participants (with respect to other owners of beneficial
interests in the GlobalNote).

Beneficial interests in the Global Notes may notbe exchanged for Notesin physical, certificated form except
in the limited circumstances described under “—Certificated Notes.”

Each Global Note and beneficial interests in each Global Note will be subject to restrictions on transfer as
described under “Transfer Restrictions.”

Transfers Within and Between Global Notes

Beneficialinterests in a Regulation S Global Note may be transferred to a person who takes delivery in the
form of a beneficial interest in the Rule 144A Global Note only if the transfer is made pursuantto Rule 144A and the
transferor first delivers tothetrusteea certificate (in the form provided in the indenture) to the effect that such transfer
is beingmadetoa person who the transferor reasonably believes is a “qualified institutional buyer” within the meaning
of Rule 144 A in a transaction meeting therequirements of Rule 144A and in accordance with all applicable securities
laws of the states ofthe United States and other jurisdictions.

Beneficial interests in a Rule 144A Global Note may be transferred to a person who takes delivery in the
form of a beneficial interest in a Regulation S GlobalNote only upon receipt by the trustee of a written certification
(in the form provided in the indenture) from the transferor to the effectthat such transferis beingmadein accordance
with Regulation Sunderthe Securities Act.

Transfers of beneficial interests within a Global Note may be made without delivery of any written
certification or other documentation from the transferor or the transferee. Transfers of beneficial interests in a
Regulation S Global Note for beneficial interests in the Rule 144A Global Noteor vice versa will be effected by DTC
by means of an instruction originated by DTC participants through the DTC Deposit/ Withdraw at Custodian system.
Accordingly, in connection with any transfer, appropriate adjustments will be made to reflect a decrease in the
principalamount of the Regulation S GlobalNote and a corresponding increase in the principalamount of the Rule
144 A GlobalNote or vice versa, as applicable. Any beneficial interestin one ofthe Global Notesthatis transferred to
a person who takes delivery in the form of an interest in another Global Note will, upon transfer, ceaseto bean interest
in such GlobalNote and will become aninterestin the other Global Note and, accordingly, will therea fter be subject
to alltransferrestrictions and other proceduresapplicable to beneficial interestsin such other Global Note for so long
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asitremains such aninterest. Such transfer shallbe madeon a delivery free of payment basis and the buyer and seller
will need to arrange for payment outside theclearing system.

Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subject to the operations and procedures of DTC, Euroclear and
Clearstream. We provide the following summaries of those operations and procedures solely forthe convenience of
investors. The operations and procedures of each settlement system are controlled by that settlement system and may
be changed at any time. Neither we, the trustee, nor the Initial Purchasers (or any of our respective agents) are

responsible for those operations or procedures.
DTC hasadvisedthat it is:

e alimited purpose trustcompany organized under the New York State Banking Law;

e a “bankingorganization” within themeaning of the New York State Banking Law;

e amemberofthe U.S.Federal Reserve System;

e a‘“clearingcorporation” within themeaning of the New York Uniform Commercial Code; and

e a‘“clearingagency” registeredunder Section 17A ofthe Exchange Act.

DTC was created to hold securities for its participants and to facilitate the clearance and settlement of
securities transactions between its participants through electronic book-entry changes to the accounts of its
participants. DTC’s participants include securities brokers and dealers, including the Initial Purchasers; banks and
trust companies; clearing corporations; and certain other organizations. Indirect access to DTC’s system is also
available to others such as banks, brokers, dealers and trust companies; these indirect participants clear through or
maintain a custodial relationship with a DTC participant, either directly or indirectly. Investors who are not DTC
participants may beneficially own securities held by oron behalf of DTC only through DTC participants or indirect
participants in DTC (including Euroclear or Clearstream).

So long as DTC or its nomineeis the registered owner of a Global Note, DTC or its nominee will be
considered thesole ownerorholder of the Notes represented by that Global Note for all purposesunder the indenture.
Except as provided below, owners ofbeneficial interests in a Global Note:

e will notbe entitledto have Notes represented by the Global Note registered in theirnames;
o will notreceive orbe entitled to receive physical, certificated Notes; and

e will notbe considered the registered owners or holders of the Notes under the indenture for any purpose,
including with respect to the giving of any direction, instruction or approval to the trustee under the

indenture.

As a result, each investor who owns a beneficial interest in a Global Note must rely on the procedures of
DTC to exercise any rights of a holder of Notes under the indenture (and, if the investor is not a participant or an
indirect participant in DTC, on the procedures ofthe DTC participant through which the investor owns its interest).

Payments of principal, premium, if any, and interest with respect to the Notes represented by a Global Note
will be made by the trustee to DTC’s nominee as the registered holder of the Global Note. Neither we nor the trustee
(or any of our respective agents) will have any responsibility or liability for the payment of amounts to owners of
beneficialinterests in a GlobalNote, forany aspect of the records relating to or payments made on account ofthose
interests by DTC, or for maintaining, supervising or reviewing any records of DTC relating to those interests.

Payments by participants and indirect participants in DTC to the owners of beneficial interests in a Global
Note will be governed by standing instructions and customary practices and will be the responsibility of those
participants or indirect participants and not of DTC, its nominee or us.

Transfers between participants in DTC will be effectedunder DTC’s procedures and will be settled in same-
day funds. Transfers between participants in Euroclear and Clearstream will be effected in the ordinary way under the

rules and operating procedures ofthose systems.

Cross-market transfers within a Rule 144 A Global Note or a Regulation S Global Note between DTC
participants, on the one hand, and Euroclear or Clearstream participants, on the other hand, will be effected within
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DTC through the DTC participants thatareacting as depositaries for Euroclear and Clearstream. To deliver or receive
an interest in a Global Note heldin a Euroclear or Clearstream account, an investor must send transfer instructions to
Euroclear or Clearstream, as the case may be, under therules and procedures ofthat system and within the established
deadlines of that system. If the transaction meets its settlement requirements, Euroclear or Clearstream, as the case
may be, will send instructions to its DTC depositary to take actionto effect final settlementby delivering or receiving
interests in the relevant Global Notes in DTC, and making orreceiving payment under normal procedures for same-
day funds settlement applicable to DTC. Euroclear or Clearstreamparticipants may not deliver instructionsdirectly to
the DTC depositaries thatare acting for Euroclear or Clearstream.

Because of time zone differences, the securities account of a Euroclear or Clearstream participant that
purchases an interest in a GlobalNote from a DTC participant will be credited on the business day for Euroclear or
Clearstreamimmediately followingthe DTC settlementdate. Cashreceived in Euroclear or Clearstream from the sale
of an interest in a GlobalNote to a DTC participant will be received with value on the DTC settlement date but will
be available in the relevant Euroclear or Clearstream cash account as of thebusiness day for Euroclear or Clearstream
followingthe DTC settlement date.

DTC, Euroclear and Clearstream have agreed to the above procedures to facilitate transfers of interestsin the
Global Notes among participants in those settlement systems. However, the settlement systems are not obligated to
perform theseprocedures and may discontinue or change these procedures at any time. Neither we northe trustee (or
any of ourrespective agents) will have any responsibility for the performance by DTC, Euroclear or Clearstream or
their participants or indirect participants oftheir obligations under the rules and procedures governing their operations.

Certificated Notes
Beneficialinterests in the Global Notes may notbe exchanged for Notes in physical, certificated form unless:

e DTCnotifies usatany time that it is unwilling orunable to continue as depositary for the Global Notes
and a successor depositary is not appointed within 90 days;

e DTCceasesto beregisteredasa clearingagency under the Exchange Act,anda successor depositary is
not appointed within 90 days;

e we, atouroption, notify thetrustee that we elect to cause theissuance of certificated Notes; or

e certain other events provided in the indenture should occur, including the occurrence and continuance
of an event of default with respect to the Notes.

Inallcases, certificated Notes delivered in exchange for any Global Note will be registered in the names, and
issued in any approved denominations, requestedby DTC and will beara legend indicating the transfer restrictions of
that particular Global Note.

For information concerning paying a gents and transfer a gents forany Notes issued in certificated form, see
“Description of the Notes—Paying Agent, Registrar and Transfer Agent forthe Notes.”
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TAXATION

Thisis a general summary of certain U.S. and Mexican federal incometax considerations in connection with
an investment in the Notes. This summary does not address allaspects of U.S. and Mexican federal income tax law
and does not discuss any state or local tax considerations. While this summary is considered to be a correct
interpretation of existing laws in force on the date of this Offering Memorandum, there can beno assurance that those
laws or the interpretation of those laws will not change. This summary does not discuss allof the U.S. and Mexican
federal income tax consequences thatmay berelevant to aninvestor in light of such investor’s particular circumstances
or to investors subject to special rules. Prospective investors are advised to consult their tax advisors with respect to
the U.S. and Mexican federal income tax consequences of the purchase, ownership or disposition of the Notes (or
beneficial interests therein), as wellas any tax consequences that may arise under the laws of any state, municipality
orothertaxingjurisdiction. For the purposesof this summary, any reference to the purchase, ownership or disposition
of'the Notes shallmean reference to the purchase, ownership or disposition ofthe Notes or beneficial intereststherein.

Certain U.S.Federal Income Tax Consequences

The following is a general discussion of the material U.S. federal income tax considerations that may be
relevant with respect to the purchase, beneficial ownership and disposition of the Notes. This discussion deals only
with Notes that are beneficially held as capital assets (as that term is defined in Section 1221 of the Internal Revenue
Code of 1986,as amended, orthe Code) by a purchaser of the Notes at their original offering price when originally
offered by us.

This discussion is based on the Code, regulations issued under the Code and associated administrative and
judicialinterpretations, allas they currently existas ofthe date ofthis Offering Memorandum. The Code, regulations
and interpretations, however, may change at any time, and any change could be retroactive. This discussion does not
represent a detailed description of the U.S. federal incometax consequences to purchasers ofthe Notes in light of their
particular circumstances. In addition, it does not represent a detailed description of the U.S. federal income tax
consequences applicable to beneficial owners of Notes subjectto special treatment under the U.S. federal income tax
laws (including, without limitation, insurance companies, tax-exempt organizations, banks or other certain financial
institutions, retirement plans, real estate investment trusts, regulated investment companies, dealers or traders in
securities or currencies, persons holding a Note as a position in a straddle, hedging, constructive sale or conversion
transaction, persons who mark their securities to market for U.S. federal income tax purposes, partnerships or other
pass-through entities (or partners or owners therein or thereof), “controlled foreign corporations,” “passive foreign
investment companies,” government instrumentalities and a gencies, certain former citizens or residents of the United
States, and “United States persons” (within the meaning of the Code) whose functional currency is other thanthe U.S.
dollar). This discussion does notaddress United States federal estateand gift tax consequences, a lternative m inimum
tax consequences, anynon-U.S., state orlocaltax consequences, tax treaties orany non-income tax consequences of
the purchase, ownership and disposition of the Notes to the beneficial owner of a Note. Furthermore, this summary
doesnot address the tax consequences to any shareholder, beneficiary or other ownerof a holder of Notes. There can
beno assurance thata change in law will not alter significantly the tax considerations described in this discussion. No
rulings have been sought orare expected to be sought from the Internal Revenue Service, orthe IRS, with respect to
any of the tax consequences discussed below andno assurances canbe given that the IRS willnot successfully asseit
contrary positions.

If an entity oran arrangement treated as a partnership (or other flow-through entity) for U.S. federal ncome
tax purposes holds a Note, the tax consequences to a partner (or other owner) of the entity or arrangement will
generally depend upon the status ofthe partner (or other owner) and theactivities of the entity or arrangement. Partners
or other owners in an entity or arrangement treated as a partnership (or other flow-through entity) holding a Note
should consult their tax advisors.

U.S. Holders

The followingis a summary of the material U.S. federalincome tax consequences that will apply to a U.S.
Holder. As used herein, the term U.S. Holder means a beneficial owner of a Note that, for U.S. federal income tax
purposes,is: (i) anindividualthatisa citizen or resident of the United States, includingan alien individual who s a
lawfulpermanent resident of the United States or meets the “substantial presence” test under Section 7701 (b) of the
Code; (i) a corporation or other entity taxable as a corporation that is created or organized in orunder the laws of the
United States orany state thereof (including the District of Columbia); (iii) an estate, the income of which is subject
to U.S. federalincome taxationregardless of its source; or (iv) a trust if such trust has in effect a valid electionto be
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treatedasa “United States person” (within the meaningof the Code) for U.S. federalincometax purposesorif (1)a
court within the United States is able to exercise primary supervision over its administration and (2) one or more
“United States persons” (within the meaning of the Code) have the authority to control all substantial decisions of
such trust.

Interest

Interest on a Note generally will be taxed to a U.S. Holderas ordinary interest income at the time it accrues
or is received, in accordance with the U.S. Holder’s regular method of accounting for U.S. federal income tax
purposes. Forthese purposes, interestona Note includes any Mexican tax withheld from the interest payment and any
Additional Amounts paid in respect ofany such Mexican withholding tax.

Subjectto generally applicable restrictions and conditions, any Mexican withholding tax imposed on interest
payments at the appropriate rate applicable to the U.S. Holder will be treatedas a foreign income tax eligible (i) for
credit against the U.S. Holder’s U.S. federal incometax liability, or (i) at the election of such U.S. Holder, for
deductionin computingsuch U.S. Holder’s taxable income (provided that the U.S. Holder elects to deduct, rather than
credit, all foreign income taxes paid or accrued for the relevant taxable year). Interest will constitute income from
sources without the United States for foreign tax credit purposes. Such income generally will constitute “passive
category income” or, in the case of certain U.S. Holders, “general category income.” The calculation of foreign tax
creditsand, in the caseofa U.S. Holder thatelects to deduct foreign taxes, the availability of such deduction, involves
the application of complex rules thatdependona U.S. Holder’s particular circumstances. U.S. Holders should consult
theirown tax advisors regarding the a vailability of foreign tax credits or deductions in their particular situations.

Book/Tax Conformity

U.S. Holders that use an accrual method of'a ccounting for tax purposes (“accrual method holders™) generally
are required to include certain amounts in income no later than the time such amounts arereflected on certain financial
statements (the “book/tax conformity rule”). The application of the book/tax conformity rule thus may require the
accrual ofincome earlier than would be the case under the general tax rulesdescribed in this summary. It is notentirely
clearto what types of income the book/tax conformity rule applies, or, in some cases, how the rule is to be applied if
it is applicable. However, proposed regulations generally would exclude, among other items, original issue discount (
whether ornot deminimis) from theapplicability of thebook/tax confommity rule. Although the proposed regulations
generally will not be effective until taxable years beginning a fter the date on which they are issued in final fomm,
taxpayers generally arepermitted to electto rely ontheir provisions currently. Accrual method holders should consult
with theirtax advisors regarding the potential a pplicability ofthe book/tax confomity rule to their particular situation.

Disposition of a Note

Upon the sale, exchange, redemption or other taxable disposition of a Note, a U.S. Holder generally will
recognize gain orloss equalto the difference, if any, between the amount realized on the sale, exchange, redemption
or other taxable disposition (not including any amount attributable to accrued but unpaid interest) and the U.S.
Holder’s adjusted tax basis in the Note. Any amount attributable to accrued but unpaid interest will be treated as a
paymentof interest and taxed in the manner described above under “—Interest.” In general,a U.S. Holder’s adjusted
tax basisin a Note will be equalto theinitial purchaseprice of the Note paid by the U.S. Holder.

Gain or loss recognized on the sale, exchange, redemption or other taxable disposition of a Note generally
will be capital gain orloss, and will be long-term capital gain orloss if at the time of sale, exchange, redemption or
othertaxable dispositionthe Note has been held formore thanoneyear. Forindividuals and othernoncorporate U.S.
Holders, the excess of net long-term capital gains overnet short-term capital losses generally istaxedat a lowerrate
than ordinary income. The distinction between capital gain or loss and ordinary income or loss is also relevant for
purposesof, among other things, limitations onthe deductibility of capital losses. Capital losses are, with very limited
exception, deductible only to theextentof capital gains recognized during thetaxable year. Any excess capital losses
may be carried overto, and deducted in, other taxable years, subjectto certain limitations.

Capital gain orloss recognized by a U.S. Holder generally will be U.S.-source gain orloss. Consequently, if
any such gain is subjectto Mexican incometax,a U.S. Holder may notbe able to credit the tax against its U.S. federal
income tax liability unless such credit canbe applied (subject to applicable conditionsand limitations) againsttax due
on otherincometreated as derived from foreign sources. U.S. Holders should consult their own tax advisors as to the
foreign tax credit implications of a disposition of the Notes.
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Tax on Net Investment Income

A 3.8%tax isimposed on allora portion of the “net investmentincome,” orundistributed “net investment
income” (in the case of an estate or trust), of certain individuals, trusts and estates if their income exceeds certain
thresholds. In the case of an individual, the net investment income tax will be imposed on the lesser of (i) an
individual’s “net investment income” or (ii) the amount by which an individual’s modified adjusted gross income
exceeds U.S.$250,000 (if the individual is married and filing jointly or a surviving spouse), U.S.$125,000 (if the
individualis married and filingseparately) or U.S.$200,000 (in any other case). In the case of an estate ortrust, the
tax will be imposed on the lesser of (i) undistributed “net investment income” or (ii) the excess of adjusted gross
income over the dollaramount at which the highest income tax bracketapplicable to an estate or trust begins.

For these purposes, “net investment income” will generally include interest (including interest paid on a
Note), net gain attributable to the disposition of property (including ga in from the sale, exchange, redemption or other
taxable disposition of a Note) notheld in a trade or business, other than a trade or business that consists of certain
passive ortradingactivities, and certain other types of income, reduced by permitted deductions properly allocablk to
the incomeor gain. Prospective U.S. Holders should consult their own tax advisors regarding the implications of this
net investmentincometax based upon their particular circumstances.

“Specified Foreign Financial Asset” Reporting

Individuals and certain domestic entities who own “specified foreign financial assets” with an a ggregate
value exceeding certain U.S. dollar thresholds are generally required to file aninformationreport with respect to such
assets with theirtax returns. “Specified foreign financial assets” include any financial accounts maintained by foreign
financial institutions, as wellas any ofthe following, but only if theyarenotheld in accounts maintained by financial
institutions: (1) stocks and securities issued by non-U.S. persons, (2) financial instruments and contracts held for
investment that have non-U.S. issuers or counterparties, and (3) interests in foreign entities. The Notes are expected
to constitute specified foreign financial assets subjectto these requirements unless the Notes are held in an account at
a financial institution (in which case the account may be reportable if maintained by a foreign financial institution).

Penalties apply to any failure to file a required informationreport. Additionally, in the event a U.S. Holder
doesnot file theinformation report relating to disclosure of specified foreign financial assets, thestatute of limitations
on the assessment and collection of U.S. federal income taxes of such U.S. Holder for the related tax year may not
close beforesuchinformationis filed. U.S. Holders should consult their own tax advisor as to the possible application
of this information reporting requirementand the related statute of limitations tolling provision.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest and principal payments made to, and to the proceeds of
sales orother dispositions before maturity by, certain noncorporate U.S. Holders. In addition, backup withholding is
generally required on such payments unlessa U.S. Holder furnishes a correct taxpayer identification number (which
foran individualis generally theindividual’s Social Security Number), certifies on anIRSForm W-9, under penalties
of perjury, thatsuch U.S. Holder is not subject to backup withholding and otherwise complies with applicable
requirements of thebackup withholdingrules, or such U.S. Holder otherwise establishes an exemption.

Backup withholding does not apply with respect to payments made to certain exempt recipients, such as
corporationsand tax-exempt organizations. Any amounts withheld under the backup withholding rules will be allowed
asarefund ora creditagainsta U.S. Holder’s U.S. federal income tax liability, provided the required information is
timely furnished to the IRS.

Non-U.S. Holders

The followingis a summary of the material U.S. federalincome tax consequences that will apply to a Non-
U.S. Holder. As used herein, the term Non-U.S. Holder means a beneficial owner of Notes that is an individual,
corporation, estate or trust (other than a grantor trust) for U.S. federal income tax purposes and that is not a U.S.
Holder.

Interest

Subject tothe discussion below under “—Information Reporting and Backup Withholding,” all payments of
interest on the Notes made to a Non-U.S. Holder will be exempt from U.S. federal income tax, provided that such
interest is not effectively connected with the conduct of a trade or business in the United States by such Non-US.
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Holder (or, if required under anapplicable income tax treaty, is not attributable to a U.S. permanent establishment or
fixed base maintained by suchNon-U.S. Holder).

Disposition of a Note

Subject to the discussion below under “—Information Reporting and Backup Withholding,” a Non-US.
Holder generally will not be subject to U.S. federal incometax on gain realized on the sale, exchange, redemption or
other disposition of a Note unless (i) the gain is effectively connected with the conduct of a trade or business in the
United States by such Non-U.S. Holder (and, if required under an applicable income tax treaty, is attributable to a
U.S. permanent establishment or fixed base maintained by such Non-U.S. Holder) or (ii) in the case ofa Non-US.
Holder who is a nonresidentalien individual, theindividual is presentin the United States for 1 83 ormoredays in the
taxable year ofthe disposition and certain other conditions aremet.

Information Reporting and Backup Withholding

Information reporting and, depending on the circumstances, backup withholding generally will apply to the
proceeds of a disposition of Notes effected within the United States or through certain U.S.-related financial
intermediaries by a Non-U.S. Holder, unless the Non-U.S. Holder certifies under penalties of perjury that it is not a
United States person (and certain other conditions are met) or otherwise establishes an exemption from such
requirements.

Any amounts withheld under the backup withholding rules will be allowed as a refund ora credit against a
Non-U.S.Holder’s U.S. federal incometax liability (if any), provided the required information is timely furnished to
the IRS.

The United States federal income tax discussion set forth aboveis included for general information only and
may notbe applicable dependingupon a holder’s particular situation. Prospective holders of the Notes should consult
their own tax advisors with respect to the tax consequences to them of the purchase, ownership and disposition of
Notes, including the tax consequences under state, local, non-U.S. and other tax laws, any applicable tax treaties and
the possible effects of changes in United States or othertax laws.

Certain Mexican Tax Considerations
General

The following summary containsa description ofthe principal Mexican federal incometax consequences of
the purchase, ownership and disposition of the Notes by holders that are not residents of Mexico for Mexican tax
purposes, and that do not own such Notes through a permanent establishment in Mexico for tax purposes to which
income under the Notes is attributable (a “Non-Mexican Holder”).

This summaryis based on the federal tax laws of Mexico (and regulations issued thereunder) as in effecton
the date of this Offering Memorandum (including the proposed 2021 tax reform delivered to the Mexican Congress
on September 8,2020), which are subjectto change ortonew interpretations. It does notpurport to be a comprehensive
description ofall of thetax considerations thatmay berelevantto a decision to purchase, own or dispose ofthe Notes.
In addition, it does not describe any tax consequences (i) arisingunderthe laws of any taxing jurisdiction other than
Mexico, (ii) arising under laws other than the federal tax laws of Mexico (it excludes the laws of any state or
municipality within Mexico), or (iii) thatare applicable to a resident of Mexico fortax purposes that may purchase,
hold ordispose of the Notes.

Potential investors should consult with their own tax advisors regarding the particular consequences
of the purchase, ownership or disposition of the Notes under the federal laws of Mexico (and the laws of any
state or municipality of Mexico) or any other jurisdiction or under any applicable double taxation treaty to

which Mexico is a party, whichis in effect.

Underthe Mexican Federal Tax Code (Cddigo Fiscal de la Federacion), anindividual is a resident of Mexico
if he has established his dwelling in Mexico, unless he has another domicile in a foreign country and his “center of
vitalinterest” is not located in Mexico (except for Mexican public officers or governmental employees). The center
of vital interest of an individual is deemed to be located in Mexico: (i) if the source of wealth accounting for more
than 50% ofthetotalincome obtained by suchindividualin a calendar yearis located in Mexico, or (ii) if the principal
place of business of suchindividualis located in Mexico.
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An individual of Mexican nationality is presumed to be a resident of Mexico for tax purposes unless such
person proves otherwise. A corporationis a resident of Mexicoif its main a dministration or effective managementis
locatedin Mexico. If a non-Mexicantax resident has a permanent establishment (i.e., a place ofbusiness) in Mexico,
such permanent establishment shall be required to pay taxes in Mexico on taxable income attributable to such
permanent establishment in accordance with relevant Mexican tax provisions.

Furthermore, according to the Mexican Income Tax Law (Ley del Impuesto sobre la Renta), non-residents
with no permanent establishment in Mexico (or whose income is not attributable to any such permanent establishment)
shall be subject to the payment of income tax in Mexico only in respect of the Mexican sourced income they may
receive.

In this sense, the Mexican Income Tax Law sets forth specific provisions that establish theregime applicable
to the different types of income obtained by non-Mexican tax residents that shall be considered sourced in Mexico
and, therefore, taxable.

Interest payments shall be deemed sourced in Mexico when the capital is placed or invested in Mexico, or
when interest payments are made by a Mexican resident or by a foreign resident with a permanent establishment n

Mexico.

Accordingly, interest paid by Mexican tax residents to non-Mexican tax residents will generally be subject
to an income tax withholding (the “Withholding Tax”), at rates that vary depending on the nature of the beneficial
owner of the interestand the characteristics of the transactions that give rise to the interest. The applicable Withholding
Tax rates contemplated under the Mexican Income Tax Law range from 4.9%to 40% (applicable in specific cases to
entities who are residents in tax havenjurisdictions).

Taxation of Interest

Pursuant tothe Mexican Income Tax Law, payments of interest made by us in respectofthe Notes (including
payments of principalin excess of the issue price of such Notes and, under certain circumstances, any gain rea lized
upon the transfer of the Notes which, for Mexican tax purposes, is deemed to be interest) to a Non-Mexican Holder
will generally be subject to a 4.9% Withholding Tax if (i) the relevant Notes are placed among the general public; or
(i)) the Notes are placed, through banks or brokerage houses, in a country which has entered into a treaty to avoid

double taxation with Mexico and provided that the following requirements aremet:

e Thenotice set forthin article 7, second paragraph, of the Mexican Securities Market Law is filed by us
with the CNBYV describing the most relevant terms and conditions of the issuance of the Notes (the
“CNBYV Notice”); and

e Therelevant reportingrequirements set forth by the SAT through general rules are complied with.

Underthe SAT generalrules (Resolucion Miscelinea Fiscal,orthe “Mexican Tax Rules™), we mustcomply
with the followingrequirements: (i) file with the SAT a copy of the CNBV Notice, (ii) file with the SAT within the
first 15 business days a fter the placement date of the Notes, a taxnotice describing certain informationrelated to the
Notes; (iii) file with the SAT within the first 15 business days of January, April, July and October of each tax year,
informationrelated to the interest payments derived from the Notes, aswell as a statementrepresenting that the persons
orentities referred to in sections (x) and (y) below are notthe effectivebeneficiaries of'5.0% ormore ofthe aggregate
amount of each suchinterest payment, and (iv) maintain such notices and records required by the Mexican Tax Rules
and submit such information tothe SAT, if so required.

We expect that such requirements will be met. If the requirements under the Mexican Tax Rules are not
complied with, Withholding Tax onthe payment ofinterest onthe Notes willbe assessed at arateof 10% for holders
otherthanparties related to us, who may besubject to theregime further detailed below.

Said Mexican Tax Rules, together with othertax regulations, are enacted on an annual basis, and therefore,
no assurances can be giventhatthe Mexican Tax Rules willbe extended or that equivalent rules will be enacted.

The Withholding Tax rates 0f4.9%and 10% mentioned above willnot be applicable and may increaseto the
maximum applicable tax rate (currently 35%) if the effective beneficiaries receive, either directly or indirectly,
individually or in conjunction with related parties, more than 5% of the interest derived from the Notes and such
beneficiaries are:
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(x) shareholders that own, directly or indirectly, individually or collectively, with related persons, more
than 10% ofourvotingstock, as the casemaybe, or

(y) corporationsmore than20% ofthestock of whichis ownedbyus, directly or indirectly, individually
or collectively with ourrelated persons, as the casemaybe.

Forsuch purposes, parties are deemed to berelated parties when one ofthem holds aninterest in the business
of the other; when they have common interests; or when a third party has an interest in the business or assets of both
parties.

As of the date of this Offering Memorandum, no tax treaty is expected to have effect on the Mexican tax
consequences described in this summary, because, as described above, under the Mexican Income Tax Law, we expect

to be entitled to withhold taxes in connection with interest payments under the Notesata 4.9% rate.

Ifapplicable, holders orbeneficial owners of the Notes may be requested to provide certain information or
documentationnecessary to apply the appropriate Withholding Tax rate on interest payments under the Notes to such
holders orbeneficial owners. The Mexican Income Tax Law provides that, in order fora Non-Mexican Holder to be
entitled to the benefits under the treaties for the avoidance of double taxation entered into by Mexico and which are
in effect, it is necessary to meet certain requirements that relate to the evidencing of tax residence. In the event that
such information or documentation concerning the holder or beneficial owner is not timely provided, tax from interest
payments may be withheld at the maximum applicable rate in effect.

Payments ofinterestmadeby us or the Guarantor with respect to the Notes to a Non-Mexican Holder that is
a pension or retirement fund will be exempt from Withholding Tax, provided that any such fund (i) is the effective
beneficiary of the interest, (ii) is duly incorporated pursuantto thelaws of its country of origin (regardless ofthe type
of organization), (iii) is exempt from income tax in such country, and (iv) provides thenecessary information pursuant
to the Mexican Tax Rules.

Taxation of Principal

Under the Mexican Income Tax Law, payments of principal on the Notes made by us to a Non-Mexican
Holder will not be subject to any Mexican taxes (except to the extent such payments of principal are in excess of the

issue price of the Notes, which are deemed tobe interestunder the Mexican Income Tax Law).
Taxation of Make-Whole Amount

Under the Mexican Income Tax Law, the payment of the make-whole amounts as a result of the optional
redemptionofthe Notes, if applicable, will be subject to the Mexican taxes pursuantto therules described above with
respect to interestpayments (as applied to make-whole amounts).

Taxation of Capital Gains

As a general rule, under the Mexican Income Tax Law, gains resulting from the sale or disposition of the
Notes by a Non-Mexican Holder to another Non-Mexican Holder are not subject to income or other tax in Mexico.
Gainsresulting from the sale of the Notes by a Non-Mexican Holder to a purchaser who is a Mexican resident for tax
purposes orto a non-Mexicanresident deemed to have a permanent establishment for tax purposes in Mexico will be
deemed interest income and will be subjectto Withholding Tax, unless a relevant double tax convention executed by
Mexico provides otherwise. The acquisition of the Notes ata discount by a Non-Mexican Holder (including at the
initial issuance, if applicable) will be deemed interest income and subject to income tax in Mexico, if the seller is a
Mexican resident for tax purposes ora foreign resident deemed to have a permanent establishment for tax purposes in
Mexico.

Other Mexican Taxes

Under current Mexican laws, a Non-Mexican Holder will not be liable for Mexican estate, gift, inheritance,
succession or similartaxes with respect to the acquisition, ownership or disposition of the Notes, nor will it be liable
forany Mexican stamp, issue, registration or similar taxes with respectto the Notes.

THE ABOVE SUMMARIES ARE NOT INTENDED TO CONSTITUTE A COMPLETE ANALYSIS

OF ALL TAX CONSEQUENCES RELATING TO THE INVESTMENT IN THE NOTES. PROSPECTIVE
INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS CONCERNING THE TAX

CONSEQUENCES OF THEIR PARTICULAR SITUATIONS.
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PLAN OF DISTRIBUTION

Subject to the terms and conditions set forth in the purchase agreement, dated November9,2020, we have
agreed to sellto Barclays Capital Inc., Credit Suisse Securities (USA) LLC, Jefferies LLC, BCP Securities LLC and
Actinver Securities, Inc., as Initial Purchasers, for whom Barclays Capital Inc., Credit Suisse Securities (USA) LLC
and Jefferies LLCareactingas representatives, and each ofthe Initial Purchasers has a greed, severally and not jointly,
to purchase fromus, the principalamount ofthe Notes set forth opposite its name below:

Principal Amount
Initial Purchaser of Notes
Barclays CapitalIne. ......occccueeeiieieieiiceieiiseeiiee et s s U.S.$165,230,000
Credit Suisse Securities (USA) LLC........cccoovceerrnnccreicerenecerernenecenns U.S.$165,230,000
JEfferies LLC ...ttt enesese s s sesenaeas U.S.$165,230,000
BCP Securities LLC........covueieiririeieieieieiririesereeteeeeteeeeeetetete st U.S.$79,310,000
TOtALoee e U.S.$575,000,000

If an Initial Purchaser defaults, the purchase a greement provides that the purchase commitments of the non-
defaulting Initial Purchasers may be increased or the purchase a greement may be terminated.

The purchase agreement provides thatthe obligations of the Initial Purchasers are subjectto certain conditions
precedent such as the receipt by the Initial Purchasers of officers’ certificates and legal opinions and approval of
certain legalmatters by its counsel. The purchase agreement provides that the Initial Purchasers will purchase all of
the Notes if any of them are purchased. Under the purchase a greement, the Issuer and the Guarantor have agreed to
indemnify theInitial Purchasers and their respective controlling persons jointly and severally against certain liabilities
in connection with this offering, including liabilities under the Securities Act, and to contribute to payments thatthe
Initial Purchasers may be required to make in respect of those liabilities.

The Initial Purchasers have advised us that they propose to resell the Notes (a) to “qualified institutional
buyers,” or QIBs, within the meaning of Rule 144A underthe Securities Act, in reliance on the exemption from the
registration requirements of the Securities Act provided by Rule 144 A and (b) outside the United States to non-US.
persons in reliance on Regulation Sunder the Securities Act.

In connection with sales outside the United States, each Initial Purchaser has acknowledged and agreed that
it will not offer, sell or deliver the Notes to, or for the account or benefit of, U.S. persons (other than “distributors”
within the meaning of Regulation S) (a) as part of its distributionat any time or (b) otherwise until 40 days a fter the
later of the commencement of the offering or the date the Notes were originally issued. The Initial Purchasers will
send to each dealerto whomits sells the Notes in reliance on Regulation S during the 40-day distribution compliance
period, a confirmation or othernotice setting forth the restrictions on offers and sales of the Notes within the United
States orto, or forthe accountorbenefit of, U.S. persons. In addition, until the expiration ofthe 40-day distribution
compliance periodreferred to above, an offer orsale of the Notes within the United States by a dealer (whether or not
participating in this offering) may violate the registration requirements of the Securities Act if such offer or sale is
made otherwise than in accordance with Rule 144A under the Securities Act or pursuant to another exemption from

registration under the Securities Act.

The Notes will initially be offered at the price indicated on the cover page of this Offering Memorandum.
Afterthe initial offering of the Notes, the offering price and other selling terms of the Notes may be changed atany
time without notice.

Transfer Restrictions & Liquidity

The offering of the Notes has not been registered under the Securities Act or qualified for sale under the
securities laws of any U.S. state oranyjurisdiction outside the United States. Accordingly, the Notes will be subject
to significant restrictions on resale and transfer as described under “Transfer Restrictions.” The Notes will constitute
a new class of securities with no established trading market. Although we will apply forthe Notes to be listed on the
SGX-ST, however, we cannot assure you that the prices at which the Notes will sell in the market after this offering
will not be lowerthantheinitial offering price or that an active trading market for the Notes will develop and continue
afterthis offering. The Initial Purchasers have advised us that, following the completion of this offering, they currently
intend to make a market in the Notes as permitted by applicable laws and regulations. However, the Initial Purchasers
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are not obligated to do so,and theInitial Purchasers may discontinue any market making a ctivities with respectto the
Notes at any time in their sole discretion. Accordingly, no assurance can be given thata liquid trading market will
develop forthe Notes, that you will be able to sellany of the Notes held by youata particular time or that the prices
that you receive when you sell will be favorable. Each purchaser of the Notes, by its purchase of the Notes, will be
deemed to have made certain acknowledgements, representations, warranties and agreements as set forth under
“Transfer Restrictions.”

The Notes havenotbeenand will not be registered with the RNV maintained by the CNBV, and may notbe
offered or sold publicly, or otherwise be subject to intermediation (intermediacion) activities in Mexico, except
pursuantto anexception set forthin Article 8 of the Mexican Securities Market Law (Ley del Mercado de Valores).

No Sales of Similar Securities

The Issuer and the Guarantor have agreed that they will not, without the prior written consent of the
representatives of the Initial Purchasers, during the period beginning from the date of this Offering Memorandum and
continuing until the date thatis 90 days after the date of this Offering Memorandum, offer, sell, contract to sell or
otherwise disposeof, exceptas provided hereunder, any securities of the Issuer or the Guarantor that are substantially
similarto the Notes.

Stabilization

The Initial Purchasers have advised us that certain persons participating in the offering may engage in
transactions, including stabilizing bids, syndicate covering transactions or the imposition of penalty bids, which may
have the effectof stabilizing or maintaining the market price ofthe Notesata level above that which mightotherwise
prevailin the openmarket. A stabilizingbid is a bid for the purchase of Notes onbehalfof an Initial Purchaser for the
purpose of fixing ormaintaining the price of the Notes. A syndicate covering transaction is the bid for or the purchase
of Notes on behalf of an Initial Purchaser to reduce a short position incurred by the Initial Purchaser in connection
with the offering. A penalty bid is an arrangement permitting an Initial Purchaser to reclaim the selling concession
otherwise accruingto a syndicate member in connection with the offering if the Notes originally sold by such syndicate
member are purchased in a syndicate covering transaction and therefore have not been effectively placed by such
syndicate member. Neither we nor the Initial Purchasers make any representation or prediction as to the direction or
magnitude of any effect that the transactionsdescribed above may have on the price of the Notes. The Initial Purchasers
are not obligated to engage in these activities and, if commenced, any of the activities may be discontinued at any
time.

Electronic Distribution

An Offering Memorandum in electronic format may be made available by e-mail or on the web sites or
through other online services maintained by an Initial Purchaser or its affiliates. In those cases, prospective investors
may view offering terms online. Other than this Offering Memorandum in electronic format, the information on an
Initial Purchaser’s web site and any information contained in any other web site maintained by anInitial Purchaser is
not part of this Offering Memorandum, has not been approved and/or endorsed by us or the Initial Purchasers and
should not berelied upon by investors.

Other Activities and Relationships

The Initial Purchasers and certain of their respective affiliates are full service financial institutions engaged
in various activities, which may include securities trading, commercial and investment banking, financial advisory,
investment management, investmentresearch, principal investment, hedging, financingand brokerage activities. The
Initial Purchasers and certain of their respective affiliates have, from time to time, performed, and may in the future
perform, various commercial and investment banking and financial advisory services for us and our affiliates, for
which they received ormay in the future receive customary fees and expenses.

In the ordinary course oftheir various business activities, the Initial Purchasers and certain oftheir respective
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or related
derivative securities) and financial instruments (including bank loans) fortheir own account and for the accounts of
their customers, and suchinvestmentand securities activities may involve securities and/or instruments issued by us
and ouraffiliates. If an Initial Purchaserorits affiliates havea lending relationship with us, they routinely hedge their
credit exposure to us consistent with their customary risk management policies. The Initial Purchasers and their
respective affiliates may hedge such exposure by entering into transactions which consist of either the purchase of
credit default swaps or the creation of short positions in our securities or the securities of our affiliates, including
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potentially the Notes offered hereby. Any such shortpositions could adversely affect future trading prices ofthe Notes
offered hereby. The Initial Purchasers and certain of their respective affiliates may also communicate independent
investment recommendations, market color ortrading ideas and/or publish or express independent research views in
respect of such securities or instruments and may at any time hold, or recommend to clients that they acquire, long
and/or short positions in such securities and instruments.

Sales Outside the United States

Neither we northe Initial Purchasers are makingan offerto sell, or seeking offers to buy, the Notes in any
jurisdiction where the offer and sale is not pemitted. You must comply with all applicable laws and regulations in
force in any jurisdiction in which you purchase, offer or sell the Notes or possess or distribute this Offering
Memorandum, and you must obtain any consent, approval or permission required for your purchase, offer orsale of
the Notesunderthe laws andregulations in force in any jurisdiction to which you are subject or in which you make
such purchases, offers orsales. Neither we nor the Initial Purchasers willhave any responsibility therefor.

Prohibition of Sales to European Economic Area and United Kingdom Retail Investors

The Notes may not be offered, sold or otherwise made available to any retailinvestorin the EEA or in the
UK. For these purposes, a “retail investor” means a person who is one (ormore) of the following: (i) a retail client as
defined in point (11) of Article 4(1) of MiFID II; (ii) a customer within the meaning of the Insurance Distribution
Directive, where that customer would not qualify asa professional client as defined in point (10) of Article 4(1) of
MiFIDII; or (iii) nota qualified investoras defined in the Prospectus Regulation. Consequently no key information
document required by the PRIIPs Regulation for offering or selling the Notes or otherwise making them available to
retail investors in the EEA or in the UK has been prepared and therefore offering or selling the Notes or otherwise
makingthem available to anyretail investor in the EEA orin the UK maybe unlawfulunder the PRIIPs Regulation.

Notice to Prospective Investors in the United Kingdom

In the UK, this Offering Memorandum is being distributed only to, and is directed only at, qualified investors
(as defined in the Prospectus Regulation) who are (i) persons having professional experience in matters relating to
investments falling within Article 19(5) of the Order, or (ii) high net worth entities and other persons to whom it may
be lawfully be communicated falling within Article 49(2)(a) to (d) of the Order (all such persons together being
referred to as “relevant persons”). The Notes are only available to, and any invitation, offer oragreement to subscribe,
purchase or otherwise acquire the Notes in the UK will be engaged in only with, relevant persons. Any person in the
UK who is not a relevantpersonshouldnotactorrely on this Offering Memorandum or any ofits contents.

Notice to Prospective Investors in Switzerland

This Offering Memorandum is not intended to constitute an offer orsolicitation to purchase orinvest in the
Notes. The Notes may not be publicly offered, directly orindirectly, in Switzerland within the meaning of the Swiss
Financial Services Act (“FinSA”)andno applicationhas or will be madeto admit the Notes to trading on any trading
venue (exchange or multilateral trading facility) in Switzerland. Neither this Offering Memorandum nor any other
offering or marketing material relating to the Notes constitutes a prospectus pursuant to the FinSA, and neither this
Offering Memorandum nor any other offering ormarketing material relating to the Notes may be publicly distributed
or otherwise madepublicly available in Switzerland.

Notice to Prospective Investors in Singapore

This Offering Memorandum has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this Offering Memorandum and any other document or material in connection with the offer
orsale, orinvitation for subscription or purchase, ofthe Notes may notbe circulated or distributed, nor may the Notes
be offeredorsold, orbe madethe subjectof an invitation for subscription or purchase, whether directly or indirectly,
to any personin Singapore other than

(1) to an institutional investor (as defined in Section 4A of the SFA) pursuant to Section 274 of the
SFA,

(i1) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section 275(1) of the
SFA, or any personpursuantto Section 275(1 A) of the SFA, and in accordance with the conditions
specified in Section 275 of the SFA and (where applicable) Regulation 3 of the Securities and
Futures (Classes of Investors) Regulations 2018, or
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(ii1) otherwise pursuant to, and in accordance with the conditions of, any otherapplicable provision of
the SFA.

Where the Notes are subscribed or purchased under Section 275 ofthe SFA by a relevantperson whichis:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or

more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments
and eachbeneficiary ofthetrustis an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section2(1) ofthe SFA) of that corporation
or the beneficiaries’ rights and interest (howsoever described) in that trust shallnot be transferred within six months
after that corporation or that trust has acquired the Notes pursuant to an offer made under Section 275 of the SFA
except:

(1) to an institutional investor orto a relevantperson, or to any person arising from an offer referred to
in Section 275(1A) or Section276(4)(1)(B) of the SFA; or

2) where no consideration is or will be given for the transfer; or

3) where the transferis by operation oflaw; or

4) asspecified in Section276(7) of the SFA; or

5) as specified in Regulation 37A ofthe Securities and Futures (Offers of Investments) (Securities and
Securities-based Derivatives Contracts) Regulations 2018.

Any reference tothe “SFA” is a referenceto the Securities and Futures Act, Chapter 289 of Singapore and a reference
to any termas defined in the SFA oranyprovisionin the SFA is a reference to that term as modified or amended from

time to time including by such of'its subsidiary legislation as maybe applicable atthe relevanttime.
Notice to Prospective Investorsin Canada

The Notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are
accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the
Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Any resale ofthe Notesmust bemadein accordance
with an exemption from, orin a transaction not subjectto, the prospectus requirements ofapplicable securities laws.

Securities legislation in certain provinces or territories of Canada may providea purchaser with remedies for
rescission or damages if this Offering Memorandum (including any amendment thereto) contains a misrepresentation,
provided that the remedies forrescission or damages are exercised by the purchaser within the time limit prescribed
by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable
provisions of the securities legislation of the purchaser’s province or territory for particulars of these rights or consult
with a legaladvisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the Initial
Purchasers are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts
of interest in connection with this offering.

Notice to Prospective Investors in Brazil

The Notes (and the related Note Guarantees) have not been, and will not be, registered with the Brazilian
Securities Commission (Comissdo de Valores Mobilidrios, or the “CVM”). The Notes (and the related Note
Guarantees) may not be offered orsold in Brazil, except in circumstances that do not constitute a public offering or
unauthorized distribution under Brazilian laws and regulations. The Notes (andthe related Note Guarantees) are not
being offered into Brazil. Documents relating to the offering of the Notes, as well as information contained therein,
may notbe supplied tothe public in Brazil,norbe used in connection with any public offer for subscription or sale of
the Notes to the public in Brazil.
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Notice to Prospective Investorsin Chile

The offer of the Notes is subject to General Rule No. 336 of the Chilean Securities Commission (Comision
para el Mercado Financiero, or the “CMF”). The Notes being offered will not be registered under the Chilean
Securities Market Law (Ley de Mercado de Valores) in the Securities Registry (Registro de Valores) orin the Foreign
Securities Registry (Registro de Valores Extranjeros) both keptby the CMF and, therefore, the Notes are not subject
to the oversight of the CMF. As unregistered securities in Chile, we are not required to disclose public information
about the Notes in Chile. Accordingly, the Notes cannot and will not be publicly offered to persons in Chile unless
they are registered in the corresponding Securities Registry. TheNotesmay only be offered in Chile in circumstances
that do not constitute a public offeringunder Chilean law orin compliance with General Rule No.336 of the CMF.
Pursuant to the Chilean Securities Market Law, a public offering of securities is an offering that is addressed to the
generalpublic orto certain specific categories or groups thereof. Considering thatthe definition of public offeringis
quite broad, even an offering addressed to a small group of investors may be considered to be addressed to a certain
specific category or group ofthe public and therefore be considered public under applicable law and, assuch, subject
to registration in Chile. However, pursuantto General Rule No. 336 of the CMF, the Notes may be privately offered
in Chile to certain “qualified investors” identified as such therein (which in turn are further described in General Rule
No. 216, dated June 12,2008, ofthe CMF).

CMF Rule 336 requires the following information to be provided to prospective investors in Chile:

1. Date of commencementoftheoffer: November9,2020. The offer ofthe Notes is subject to Rule (Norma
de Cardcter General)No.336,datedJune27,2012, issued by the CMF.

2. The subject matter of this offer are securities not registered with the Securities Registry (Registro de
Valores), nor with the Foreign Securities Registry (Registro de Valores Extranjeros) bothkept by CMF.

As a consequence, the Notes are not subjectto the oversightof the CMF.

3. Since the Notes are not registered in Chile, the Issueris not obliged to provide publicly available
information about the Notes in Chile.

4. The Notesshallnot be subject to public offeringin Chile unless registered with the relevant Securities
Registry kept by the CMF.

CMF Rule 336 further requires the followinginformationto be included in the Spanish language:
Aviso a los Inversionistas Chilenos

La oferta delos bonos se acoge a la Norma de Cardcter General No. 336 de la Comisionpara el Mercado
Financiero. Los bonos que se ofrecen no estaninscritos bajo la Ley de Mercado de Valoresen el Registrode Valores
o en el Registro de Valores Extranjeros que lleva la Comision para el Mercado Financiero, por lo que tales valores
no estan sujetos a lafiscalizacion de ésta. Portratarse devalores no inscritos en Chile, no existe obligacion por parte
del emisor de entregar en Chile informacion publica respecto de estos valores. Los bonos no podran ser objeto de
oferta publica en Chile mientras no seaninscritos en el Registrode Valores correspondiente. Los bonos solo podran
ser ofrecidos en Chile en circunstancias que no constituyan una ofertapublica o cumpliendo con lo dispuesto en la
Norma de Cardacter General No. 336 de la Comision para el Mercado Financiero. De conformidad con la Ley de
Mercado de Valores Chilena, se entiende por oferta publica de valores la dirigida al publico en general o a ciertos
sectores o a grupos especificos de éste. Considerando lo amplio de dicha definicion, inclusouna oferta dirigida a un
pequerio grupo de inversionistas puede ser considerada como una oferta dirigida a ciertos sectores o a grupos
especificos delpublicoy porlo tanto considerada comopublica y sujetaa inscripcionen Chilebajo la ley aplicable.
Sin embargo, en conformidad con lo dispuesto por la Norma de Cardacter General No. 336, los bonos podran ser
ofrecidos privadamente a ciertos “inversionistas calificados,” identificados como tal en dicha norma (y que a su vez
estan descritos en la Norma de Cardcter General No. 216 de la Comision para el Mercado Financierode fecha 12
dejunio de 2008).

La siguiente informacion se proporciona a potenciales inversionistas de conformidad conla NCG 336:
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1. La oferta de los bonos comienza el 9 de noviembre de 2020, y se encuentra acogida a la Norma de
Caracter General No. 336, de fecha 27 de junio de 2012, de la CMF.

2. La oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores
Extranjeros que lleva la CMF, por lo tanto, tales valores no estan sujetos a la fiscalizacion de esa
Comision.

3. Portratarsedevalores no inscritos en Chile, no existe la obligacion por parte del emisor de entregar
en Chile informacionpublicarespecto de los mismos.

4. Estosvalores no podranser objetode oferta publica en Chile mientras nosean inscritos en el Registro
de Valores correspondiente.

Notice to Prospective Investors in China

The Notes arenotbeing offered or soldand maynotbe offered orsold, directly orindirectly, in The People’s
Republic of China (the “PRC,” for such purposes, not including the Hong Kong and Macau Special Administrative
Regions or Taiwan), exceptas pemitted by the securities laws of the PRC.

Notice to Prospective Investors in Colombia

The Notes may not be offered, sold or negotiated in Colombia, except under circumstances which do not
constitute a public offering of securities under applicable Colombian securities laws and regulations. Furthemmore,
foreign financial entities must abide by the terms of Decree 2555 of 2010 to offer privately the Notes to their
Colombian clients.

Notice to Prospective Investors in Hong Kong

Each Initial Purchaser (i) has not offered or sold and will not offer or sell in Hong Kong, by means of any
document, any Notes other than (a) to “professional investors” as defined in the Securities and Futures Ordinance
(Cap.571 ofthelaws of Hong Kong) (the “SFO’’) and any rules made thereunder; or (b) in other circumstances which
do not result in the document being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) (the “CO”) or which do not constitute an offer to the
public within the meaning ofthe CO;and (ii) has not issued or had in its possession for the purposesof issue, and will
notissue orhave in its possession forthe purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Notes, which is directed at, or the contents of which are likely to be accessed or
read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than
with respect to the Notes which are orare intended to be disposed of only to persons outside Hong Kongoronly to
“professional investors” as defined in the SFO and any rules made thereunder.

Notice to Prospective Investors in Ireland

The Notes will not and may not be offered, sold, transferred or delivered, whether directly or indirectly,
otherwise than in circumstances which do not constitute an offer to the public within the meaning of the Irish
Companies Act, 1963-2006, and the Notes will not and may not be the subject of an offer in Ireland which would

require the publication of a prospectus pursuantto Article 3 of Directive 2003/71/EC.

Notice to Prospective Investors in Italy

The offering ofthe Notes has notbeen registered pursuantto [talian securities legislation and, therefore, no Notes may
be offered, sold ordelivered, normay copies of this Offering Memorandum or of any other document relating to the
Notes be distributed in the Republic of Ttaly, except:

(a)  to qualified investors (investitori qualificati) as defined in Article 100 of Legislative Decree No. 58
of 24 February 1998, as amended (the “Financial Services Act”) and Article 34-ter, first paragraph,
letter b) of CONSOB Regulation No. 11971 of 14 May 1999, as amended from time to time
(“Regulation No. 11971”); or

(b)  in othercircumstances which are exempted from the rules on public offerings pursuant to Article 100
of the Financial Services Act and Article 34-ter of Regulation No. 11971.
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Any offer, sale ordelivery ofthe Notes or distribution of copiesof this Offering Memorandum or any other document
relatingto the Notes in the Republic of Ttaly under (a) or (b) above mustbe:

@) madebyaninvestment firm, bank or financial intermediary permitted to conductsuch activities in the
Republic of Ttaly in accordance with the Financial Services Act, CONSOB Regulation No.20307 of
15 February 2018 (as amended from time to time) and Legislative Decree No. 385 of 1 September
1993, as amended (the “Banking Act”); and

(i)  in compliance with Article 129 of the Banking Act, as amended, and the implementing guidelines of
the Bank of Italy, as amended from time to time, pursuant to which the Bank of Italy may request
information on the issue or the offer of securities in the Republic of Italy; and

(i)  in compliance with any otherapplicable laws and regulations or requirement imposed by CONSOB
or any other Italian authority.

In accordance with Article 100-bis of the Financial Services Act, where no exemption from the rules on public
offerings applies under (a) and (b) above, the subsequent distribution of the Notes on the secondary market in Italy
must be made in compliance with the public offerand the prospectus requirement rules provided under the Financial
Services Act and Regulation No. 11971. Failure to comply with suchrules may result in the sale of such Notes being
declared nulland void and in the liability of the intermediary transferring the financial instruments for any damages
suffered by the investors.

Notice to Prospective Investors in Japan

The Notes have not been and will not be registered pursuant to Article 4, Paragraph 1 of the Financial
Instruments and Exchange Act of Japan. Accordingly, none of the Notes nor any interest therein may be offered or
sold, directly or indirectly, in Japan or to, or for the benefit of, any “resident” of Japan (which term as used herein
means any personresidentin Japan, includingany corporation or other entity organized underthe laws of Japan), or
to others forre-offering orresale, directly orindirectly, in Japan orto or forthe benefit ofa resident of Japan, except
pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the Financial
Instruments and Exchange Act and any other applicable laws, regulations and ministerial guidelinesof Japan in effect
attherelevant time.

Notice to Prospective Investors in Luxembourg

In relation to the Grand Duchy of Luxembourg (“Luxembourg’), which has implemented the Prospectus
Directive by the law of 10 July 2005 relative aux prospectus pour valeurs mobilieres (the “Prospectus Law”), the
Notes which are subject of the offering contemplated by the this Offering Memorandum may not be offered to the
public in Luxembourg, except that the Notes may be offered to the public in Luxembourg:

e to legal entities which are authorized or regulated to operate in the financial markets or, if not so
authorized orregulated, whose corporate purposeis solely to invest in securities; or

e to any legal entity which has two or more of (i) an average of at least 250 employees during the last
financial year; (ii) a total balance sheet of more than €43,000,000 and (iii) an annual net tumover of
more than€50,000,000, as shown in its last annual or consolidated a ccounts; or

e to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus
Law); or

e any othercircumstances which do not require the publication by the issuer of a prospectus pursuant to
Atticle 5 of the Prospectus Law.

For the purposes of this provision, the expression an “offer of notes to the public” in relation to any notes in
Luxembourg means the communication in any form and by any means of sufficient information on the terms of the
offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe for the notes and the
expression “Prospectus Directive” means Directive 2003/71/EC.

Notice to Prospective Investors in Norway

No prospectus has been filed with orapproved by the Norwegian Financial Supervisory Authority, the Oslo
Stock Exchange or the Norwegian Registry of Business Enterprises. No offer will be made to the public in Norway
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unlessitis in compliance with the Norwegian Securities Trading Act of 29 June 2007 no. 75 (as amended or replaced
from time to time) (Verdipapirhandelloven) and any other applicable Norwegian legislation.

Notes denominated in Norwegian kronormay not be offered orsold within Norway orto or for the account
or benefit of persons domiciled in Norway unless the requirements in the Norwegian Registration of Financial
Instruments Act of 5 July 2002 no. 64 (as amended or replaced from time to time, the “CSD Act”)
(Verdipapirregisterloven) are complied with, including, but not limited to, therequirement to register such Notes in a
licensed central securities depository in accordance with the CSD Act.

Notice to Prospective Investors in Peru

The Notes and the information contained in this Offering Memorandum are not being publicly marketed or
offered in Peru and will not be distributed or caused to be distributed to the general public in Peru. Peruvian securities
laws andregulations on public offerings willnot be applicable to the offering ofthe Notes and, therefore, the disclosure
obligations set forth therein will not be applicable to the Issuer or the sellers of the Notes before or after ther
acquisition by prospectiveinvestors. The Notes and the information contained in this Offering Memorandum have not
been and willnot be reviewed, confirmed, approved orin any way submitted to the Superintendencia del Mercado de
Valores (Peruvian capital market regulator) (the “SM7”’) nor have they been registered with the SMV’s Securities
MarketPublic Registry (Registro Publico del Mercado de Valores). Accordingly, the Notescannot be offered or sold
within Peruvian territory except to theextentany such offeringorsale qualifies as a private offeringunder Peruvian

law and regulations and complies with the provisions on private offerings set forth therein.
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TRANSFERRESTRICTIONS

The Notes have not been registered, and will not be registered, under the Securities Act or any other
applicable securities laws, and the Notes may not be offered or sold except pursuant to an effective registration
statement or pursuant to transactionsexempt from, or not subject to, registration under the Securities Act. Accordingly,
the Notes are beingofferedand sold only:

(1) in the United States to qualified institutional buyers (as defined in Rule 144A)in reliance on Ruke 144A
underthe Securities Act; and

(2) outside ofthe United States, to certain persons, other than U.S. persons, in offshore transactionsmeeting
the requirements of Rule 903 of Regulation Sunderthe Securities Act.

The Notes have not been and will not be registered in Mexico with the RNV maintained by the CNBV.
Accordingly, the Notes may not be offered or sold publicly or otherwise be the subject of brokerage activities
(intermediacion) in Mexico, absentan available exemption under Article 8 of the Mexican Securities Market Law.

Purchasers’ Representations and Restrictions on Resale and Transfer

Each purchaser of Notes (other than the Initial Purchasers in connection with the initial issuance and sale of
Notes) and each owner of any beneficial interest therein willbe deemed, by its acceptance or purchase thereof, to have
represented andagreed as follows:

(1) Itis purchasing the Notes for its own account or an account with respect to which it exercises sole
investment discretion and it and any such account is either (a) a qualified institutional buyer and is aware
that the sale to it is being made in reliance on Rule 144A or (b) a non-U.S. person that is outside the
United States.

(2) Itacknowledgesthatthe Notes have not been registered underthe Securities Act or with any securities
regulatory authority ofany jurisdiction and maynotbe offered orsold within the United States orto, or

forthe account orbenefit of, U.S. persons except as set forth below.

(3) Itunderstands and agrees that Notes initially offered in the United States to qualified institutional buyers
will be represented by one or more Global Notes and that Notes offered outside the United States in
reliance on Regulation S will also be represented by one or more Global Notes.

(4) Itwill notresell orotherwise transferany ofsuch Notes except (a) to us, (b) within the United States to
a qualified institutional buyerin a transaction complying with Rule 144 A under the Securities Act, (¢)
outside the United States in compliance with Rule 903 or 904 underthe Securities Act, (d) pursuant to
another exemption from registration under the Securities Act (if a vailable) or (¢) pursuantto an effective

registration statement under the Securities Act.

(5) Itagreesthatit will give to each personto whom it transfers the Notes notice of any restrictions on
transfer of such Notes.

(6) It acknowledges that prior to any proposed transfer of Notes (other than pursuant to an effective
registration statementor exchange for interestbetween Global Notes), the holder of such Notes may be
required to provide certifications relating to the manner of such transfer or qualification for exchange as
provided in the indenture.

(7) It acknowledges that the trustee, registrar or transfer a gent for the Notes will not be required to accept
forregistrationtransfer of any Notes acquired by it, except upon presentation of evidence satisfactory to
us and the trustee, registrar or transfer agent that the restrictions set forth herein have been complied
with.

(8) Itacknowledgesthat we,the Initial Purchasers and other persons will rely upon the truthand accuracy
of the foregoing acknowledgements, representations and agreements and agrees that if any of the
acknowledgements, representations and agreements deemed to have been made by its purchase of the
Notes are no longeraccurate, it will promptly notify us and the Initial Purchasers. If it is acquiring the
Notes asa fiduciary oragentforone or more investor accounts, it represents that it has sole investment
discretion with respect to each such account and it has full power to make the foregoing
acknowledgements, representations, and a greements on behalf of each account.
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The following is the form ofrestrictive legend which willappear on the face of each Rule 144A Global Note,
and which will be used to notify transferees of the foregoing restrictions on transfer:

“This Note has not been registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act”),or any other securities laws. The holder hereof, by purchasing this Note, agrees that
this Note or any interest or participation herein may be offered, resold, pledged or otherwise
transferred only (1) to us, (2) so long as this Note is eligible for resale pursuant to Rule 144 A under the
Securities Act (“Rule 144A4”),to a person who the seller reasonably believes is a qualified institutional
buyer (as defined in Rule 144A) in accordance with Rule 144 A, (3) in an offshore transaction in
accordance with Rule 903 or 904 of Regulation S under the Securities Act, (4) pursuant to another
exemption from registration under the Securities Act (if available) or (5) pursuant to an effective
registration statement under the Securities Act and, in each of such cases, in accordance with any
applicable securities laws of any state of the United States or other applicable jurisdiction. The holder
hereof, by purchasing this Note, represents and agrees that it will notify any purchaser of this Note
from itof the resale restrictions referred to above.

The foregoing legend may be removed from this Note only with the consent of the issuer.”

The following is the form of restrictive legend which will appear on the face of each Regulation S Global
Note and which will be used to notify transferees ofthe foregoing restrictions on transfer:

“This Note has not been registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act’),or any other securities laws. The holder hereof, by purchasing this Note, agrees that
neither this Note nor any interest or participation herein may be offered, resold, pledged or otherwise
transferred in the absence of such registration unless such transaction is exemptfrom, or notsubject
to, suchregistration.

The foregoing legend may be removed from this Note with the consent of the Issuer after 40
days beginning on and including the later of (a) the date on which the Notes are offered to persons
other than distributors (as defined in Regulation S under the Securities Act) and (b) the originalissue
date of this Note.”

For further discussion of the requirements (including the presentation of transfer certificates) under the
indenture to effect exchanges or transfers of interest in Global Notes and certificated Notes, see “Clearing and
Settlement.”
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LEGAL MATTERS

The validity ofthe Notes and the guarantee willbe passed upon forus by Winston & Strawn LLP, New York,
New York and for the Initial Purchasers by Simpson Thacher & Bartlett LLP. Certain matters of Mexican law relating
to the Notes will be passed upon for us by Nader, Hayaux & Goebel and for the Initial Purchasers by Jones Day
México, S.C.
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INDEPENDENT AUDITORS

Our Annual Consolidated Financial Statements as of and for each of the years ended December 31, 2019,
2018 and2017, includedin this Offering Memorandum, havebeenaudited by Mazars Auditores, S.de R.L.de C.V.,
independentauditors, as stated in theirreports appearing herein.

With respect to ourunaudited Interim Consolidated Financial Statements as of June30,2020 and for the six
months endedJune 30,2020and 2019 included herein, Mazars Auditores, S. de R.L. de C.V., independent auditors,

have reported that they applied limited procedures in accordance with professional standards for a review of such
information. However, their separate report included herein states that they did not audit and they do not express an
opinion on our unaudited Interim Consolidated Financial Statements. Accordingly, the degree of reliance placed on

theirreport on such information should be measuredin light of the limited nature ofthe review procedures applied.
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MAZARS

LIMITED REVIEW REPORT ON INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders of
Total Play Telecomunicaciones, S.A. de C.V. and Subsidiaries

Introduction

We have performed a limited review on the accompanying interim condensed consolidated financial
statements at June 30, 2020 (hereinafter “the interim financial statements”) of Total Play
Telecomunicaciones, S.A. de C.V. and Subsidiaries (hereinafter “the Group), which comprise the
condensed consolidated statement of financial position as at June 30, 2020, and the statements of
comprehensive (loss) income, of changes in equity and cash flows, as well as explanatory notes, all of
them condensed and consolidated, corresponding to the six-month period ended in such date.
Group’s Management is responsible for the preparation of such interim financial statements in
accordance with the requirements laid down in International Accounting Standard (IAS) 34, /nterim
Financial Information. Our responsibility is to express a conclusion on such interim financial
statements based on our limited review.

Scope of the review

We conducted our review in accordance with the International Standard on Review Engagements
2410, Review of interim financial information performed by independent auditor of the entity, issued
by the International Auditing and Assurance Standards Board (IAASB) of the International Federation
of Accountants (IFA). A review of interim financial information consists making inquiries, primarily of
persons responsible for financial and accounting matters, an applying analytical and other review
procedures. A review has a scope substantially less than an audit carried out in accordance with
International Standards in Auditing (ISA) and consequently, does not enable us to obtain assurance
that all significant matters that may have been identified in an audit have come to our attention.
Consequently, we do not express an audit opinion on the accompanying interim financial statements.

Conclusion

Based on our review, nothing has come to our attention that would lead us to believe that the
accompanying interim condensed consolidated financial statements for the six-months period ended
June 30, 2020 have not been prepared, in all material respects, in accordance with the requirements
laid down by International Accounting Standard 34, /nterim Financial Information, for the preparation
of interim condensed consolidated financial statements.
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Emphasis matter

We draw your attention to accompanying Note 2a., in which it is mentioned that the accompanying
interim financial statements do not include all information required in complete consolidated financial
statements prepared in accordance with International Financial Reporting Standards (IFRS),
therefore, the accompanying interim financial statements should be read jointly with the consolidated
financial statements of the Group corresponding to year ended December 31, 2019. This matter does
not modify our conclusion.

Report on other legal and regulatory requirements

The accompanying Offering Circular on the placement of Senior Notes (the “Offering Circular”) for the
six-month period ended June 30, 2020, contains the explanations that Group’s Management deems
appropriate on the relevant events occurring during this period and their effect on the interim financial
statements presented, of which it is not a part of. We have verified that accounting information
contained in said Offering Circular agrees with the interim financial statements as at June 30, 2020
and with the six-month period ended on such date. Our work is limited to the verification of the Offering
Circular with the scope previously mentioned and does not include the review of information different
from that obtained from the accounting records of Total Play Telecomunicaciones, S.A. de C.V. and
Subsidiaries.

Mazars Auditores, S. de/R.L. de C.V.

Martiii Perez Garcia, CPA
Partner

Mexico City, Mexico
September 30, 2020.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Assets

CURRENT ASSETS:

Cash and cash equivalents

Customers - Net

Other receivables and recoverable taxes
Fiduciary rights

Inventories

Prepaid expenses

Total current assets

NON-CURRENT ASSETS:

Property, plant and equipment - Net
Right-of-use assets — Net

Other non-current assets

Total non- current assets

Total assets

Liabilities and Equity
SHORT-TERM LIABILITIES:

Short-term portion of long-term debt
Trade payables

Reverse factoring

Other payables

Related parties

Lease liabilities

Total short-term liabilities

LONG-TERM LIABILITIES:
Long-term debt

Trade payables

Reverse factoring

Other payables

Lease liabilities

Total long-term liabilities
Total liabilities

Commitments and contingencies
EQUITY:

Capital stock
Paid-in capital

Contributions for future capital stock increases

Cumulative losses

Other comprehensive income
Total equity

Total liabilities and equity

June 30 June 30 December 31
2020 2019 2019
$ 130,151 $ 95,296 $ 227,212
2,317,976 1,360,591 2,155,941
2,657,272 1,561,307 2,111,646
1,596,708 1,029,239 946,901
1,396,159 949,294 1,260,484
523,747 270,510 142,863
8,522,013 5,266,237 6,845,047
27,121,578 20,079,990 22,604,821
3,619,460 2,536,061 3,620,453
1,411,329 568,264 1,386,293
32,152,367 23,184,315 27,611,567
$ 40,674,380 $ 28,450,552 $ 34,456,614
$ 1,726,503 $ 2,696,732 $ 1,396,293
7,319,542 4,253,809 3,546,950
1,120,281 1,329,221 964,739
1,487,839 1,029,103 1,073,323
420,640 193,724 245,644
1,366,602 736,196 1,453,430
13,441,407 10,238,785 8,680,379
16,570,290 6,590,590 13,725,543
69,193 85,626 75,315
- 914,987 -
213,811 303,770 313,336
2,353,458 2,703,387 2,934,517
19,206,752 10,598,360 17,048,711
32,648,159 20,837,145 25,729,090
2,336,991 2,336,991 2,336,991
1,539,398 1,539,398 1,639,398
5,000,000 5,000,000 5,000,000
(2,673,663) (2,193,797) (1,865,139)
1,723,495 930,815 1,716,274
8,026,221 7,613,407 8,727,524
$ 40,674,380 $ 28,450,552 $ 34,456,614

The accompanying eighteen condensed notes are an integral part of these condensed consolidated interim financial

statements.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Revenue from services
Cost of services
Gross profit

General expenses
Network-related
Sales and administration
Depreciation and amortization
Subscribers and acquisition cost
Other income - Net

Operating profit

Financial cost:
Accrued interest income
Change in fair value of financial instruments
Accrued interest expense:
Financial debt
Leases
Other financial expenses
Foreign exchange (loss) gain — Net

(Loss) income before income tax provisions
Income tax provisions
Net (loss) income
Other comprehensive income (loss):
Result from foreign subsidiary translation

Hedge fair value

Net comprehensive (loss) income

Six-month
periods ended
June 30

2020 2019
$ 8,877,631 $ 6,415,309
(2,386,606) (1,368,553)
6,491,025 5,046,756
(1,097,958) (933,912)
(2,248,206) (1,700,267)
(1,155,609) (814,212)
(1,765,051) (1,152,795)
42,342 27,638
(6,224,482) (4,573,548)
266,543 473,208
18,045 15,293

926 -

(388,174) (139,257)
(125,345) (64,162)
(87,838) (64,486)
(379,851) 125,164
(962,237) (127,448)
(695,694) 345,760
(12,830) (11,869)
(708,524) 333,891
(16,329) 1,710
23,550 -
7,221 1,710
$ (701,303) $ 335,601

The accompanying eighteen condensed notes are an integral part of these condensed consolidated interim

financial statements



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY

FOR THE SIX-MONTH PERIOD ENDED JUNE 30, 2020 AND 2019

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Contribution

for future Other
Capital Paid in capital stock Cumulative comprehen-
stock capital increases losses sive income Total equity

Balances as of January 1, 2019 $2,336,991 $ 1,539,398 $ - $(2,527,688) $ 929,105 $ 2,277,806
Contributions for future capital stock

increases - - 5,000,000 - - 5,000,000
Comprehensive income for the period - - - 333,891 1,710 335,601
Balances as of June 30, 2019 $2,336,991 $ 1,539,398 $ 5,000,000 $(2,193,797) $ 930,815 $ 7,613,407
Balances as of January 1, 2020 $2,336,991 $ 1,539,398 $ 5,000,000 $(1,865,139) $ 1,716,274 $ 8,727,524
Comprehensive loss for the period - - - (708,524) 7,221 (701,303)
Balances as of June 30, 2020 $2,336,991 $ 1,539,398 $ 5,000,000 $(2,5673,663) $ 1,723,495 $ 8,026,221

The accompanying eighteen condensed notes are an integral part of these condensed consolidated interim financial statements



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

(Notes 1, 2 and 3)

Figures expressed in thousands of Mexican pesos

Operating activities:

(Loss) income before income tax provision
Items not requiring the use of resources:
Depreciation and amortization
Items related to investing or financing activities:
Accrued interest income
Accrued interest expense and other financial transactions

Resources (used in) generated by operating activities:
Customers and unearned revenue
Other receivables and prepaid expenses
Related parties
Inventories
Trade payables
Reverse factoring
Other payables
Cash flows generated by operating activities

Investing activities:

Acquisition of property, plant and equipment
Other assets

Collected interest

Cash flows used in investing activities

Financing activities:

Contributions for future capital stock increases
Loans received (paid)

Interest payment

Fiduciary rights

Leases

Net cash flows generated by financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Six-month
periods ended
June 30

2020 2019
(695,694) $ 345,760
2,920,660 1,967,007
(18,045) (15,293)
513,519 203,419
2,720,440 2,500,893
(162,035) (118,541)
(826,510) (423,875)
174,996 (47,302)
(135,675) 4,980
3,766,470 (293,310)
155,542 (325,660)
309,816 108,186
6,003,044 1,405,371
(6,229,460) (3,858,150)
(25,036) 227
18,045 15,293
(6,236,451) (3,842,630)
- 5,000,000
3,174,958 (2,908,304)
(994,139) (865,239)
(649,807) (372,279)
(1,394,666) 1,631,365
136,346 2,485,543
(97,061) 48,284
227,212 47,012
130,151 $ 95,296

The accompanying eighteen condensed notes are an integral part of these condensed consolidated interim

financial statements

(6)
F-9



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES
(Subsidiary of Corporaciéon RBS, S.A. de C.V.)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

Figures expressed in thousands of Mexican pesos, except as otherwise noted.
Figures in U.S. dollars expressed in thousands.

NOTE 1 - DESCRIPTION OF TOTAL PLAY GROUP (TPG):

a. Entity and corporate purpose:

Total Play Telecomunicaciones, S.A. de C.V. (“the Company”) was incorporated on May 10, 1989
under Mexican laws. The Company is a 99% direct subsidiary of Corporacion RBS, S.A. de C.V
(parent company at the last level of consolidation).

The head office of the Company is domiciled at Ave. San Jerénimo 252, Colonia La Otra Banda,
04519, Alcaldia Alvaro Obregoén, Mexico City, Mexico.

b. Activity:
The main businesses activities of the Company and its subsidiaries are:

(i) to install, operate and exploit public telecommunication networks and/or cross-border
links, through concession rights granted, as the case may be, by the Mexican
Communications and Transportation Secretary (SCT by its Spanish acronym);

(i) the sale, distribution, installation, lease and trading of telecommunication devices;

(iii) the operation of the concessions, authorizations or rights granted by the SCT;

(iv) to provide restricted television/audio services, internet access and fixed telephony
services;

(v) the leasing of dedicated links to corporate clients; and

(vi) to provide international long-distance services.

The Company’s operation is regulated by the Federal Telecommunications Law (LFT for its
Spanish acronym) through the Federal Telecommunications Institute (IFT for its Spanish
acronym).

The Company has been granted the following concessions or amendments to the concessions by
the Mexican Federal Government:

e October 16, 1995 — concession to operate in the national and international long-distance
segments, as well as to provide value added services (the Concession Title).

e December 19, 2005 - basic local telephony services on a national basis, through the
amendment of the Concession Title.

e November 6, 2009 - an authorization was added to provide restricted television/audio
services through an amendment to the Concession Title.



b. Consolidation companies:

The Company is the controlling shareholder of the following entities, which are domiciled and
carry out their activities in Mexico (except lusatel USA):

% of direct or

indirect
interest
Date of ..
Company incorporation 2020 2019 Activity
lusatel USA, Inc. (lusatel USA) 2001 100% 100% Participant in the long-
distance market in the
United States of America.

Tendai, S.A.de C.V. April 3, 2013 100% 100% No operations.
Total Box, S.A.de C.V. March 5, 2014 100% 100% Lease of decoders.
Gesalm Consultores, S.A. de C.V. December 11, 100% 100% Personnel services.

2014
Gesalm Asesores, S.A.de C.V. December 11, 100% 100% Personnel services.

2014
Gesalm Servicios, S.A. de C.V. May 12, 2015 100% 100% Personnel services.
Total Telecom Play, S.A. de C.V. September 29, 100% 100% Dormant
(Mexico) 2015
Total Play Comunicaciones September 12, 100% 100% Dormant
Colombia, SAS (Colombia) 2019
TPE Comunicaciones Colombia, October 15, 100% 100% Dormant
SAS (Colombia) 2019

Following the Company and its subsidiaries will be referred as TPG.

NOTE 2 — BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

a. Basis of preparation and presentation of the financial information

The accompanying interim condensed consolidated financial statements (the interim financial
statements) correspond to the six-month periods ended June 30, 2020 and 2019, and were
prepared in accordance to the International Accounting Standard 34 “Interim Financial Reporting”
(IAS 34) and does not includes all required information for annual financial statements under
International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board (IASB). The information comprised on these interim financial statements has not
been audited and must be read in conjunction with the consolidated audited financial statements
as of December 31, 2019.

The interim financial statements have been prepared in accordance with the IFRS issued by the
International Accounting Standard Board (IASB).

IFRSs are comprised by the IFRS and by the International Accounting Standards (IAS), their
Amendments and Interpretations to both IFRS and IAS (IFRIC and SIC, respectively).

The preparation of the interim financial statements in accordance with the adopted IFRSs requires
the use of certain critical accounting estimates. It also requires TPG Management to use its
judgment when applying TPG accounting policies. The areas in which significant judgments and
estimates have been made when preparing the consolidated financial statements and their effect,
are described in Note 2e.



TPG interim financial statements as of June 30, 2020 were approved by Mr. Alejandro Enrique
Rodriguez Sanchez (Chief Financial Officer, TPG) and by Mr. Gildardo Lara Bayon (Controlling
Director, Grupo Salinas) on September 30, 2020.

b. Consolidated financial statements

TPG’s consolidated financial statements include the Company and all of its subsidiaries as of June
30, 2020 and 2019 (see Note 1). The Company controls a subsidiary when it is exposed to or has
the right to variable returns derived from its involvement with the subsidiary and has the ability of
affecting those returns through its power over the subsidiary. All Company’s subsidiaries present
their financial information for consolidation purposes as of June 30, 2020 and 2019, in compliance
with TPG policies.

All the operations and balances between the Company and its subsidiaries have been eliminated
in consolidation, including unrealized gains and losses in transactions between them. In those
cases in which an unrealized gain arises from an intercompany sale of fixed asset, itis reversed in
consolidation, in order to test the related asset for impairment from a consolidated perspective.
The reported amounts in the Company’s subsidiaries have been adjusted when necessary in order
to assure the consistency with TPG accounting policies.

The subsidiaries’ assets, liabilities and results are included or excluded in consolidation on the
date those subsidiaries were acquired and up to the approval date of the disposal plan.
Subsidiaries’ gains or losses and other items of their comprehensive income, are recognized
starting from the date of acquisition and up to the disposal date, as applicable, considering that
through the acquisition, control is obtained and lost at the time of the disposal.

c. Functional currency

The interim financial statements are presented in Mexican pesos ($), the currency under which the
Company and its Mexican subsidiaries must maintain their accounting records pursuant to
Mexican law. Said currency is also the Company’s reporting and functional currency.

d. Changes in accounting policies from the adoption of new IFRS and Improvements to IFRS

The interim financial statements have been prepared in accordance with the accounting policies
described in Note 2d to the audited consolidated financial statements as of December 31, 2019.
There are no new accounting standards, improvements or interpretations to be applied on or after
January 1, 2020, which may have a significant effect in TPG’s financial information.

e. Critical accounting estimates and judgments

The preparation of consolidated financial statements, in accordance with IFRS, requires TPG
Management to make estimates and judgments that affect the assets and liabilities reported in the
consolidated financial statements. Actual results may differ from those having been estimated.
The consolidated financial statements were prepared at historical cost of acquisition base, and
where applicable, at fair value. The main estimates and judgments that have been identified are
the following:

(i) Inventory and receivables allowances. TPG uses estimates to determine the inventory
and receivables impairment allowances. Some of the factors considered by TPG for
calculating the inventory allowance are the installations volume and demand trends for
certain products. Some of the factors considered by TPG in order to determine the
receivables’ impairment allowance are the customer’s risk related to its financial
situation, unsecured accounts and the portfolio aging in accordance with the credit
conditions set (see Notes 5 and 7 for more detail).
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(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

Property, plant and equipment. TPG reviews the estimated useful life of property, plant
and equipment at the end of each annual period, to determine those assets’
depreciation. Useful lives are determined in accordance with technical studies
prepared by specialized internal staff, but external specialists may also participate. The
uncertainty degree from to the useful lives’ estimates is related to the market changes
and the use of the assets. Likewise, TPG performs estimates of recovered equipment
value when a user cancels the service.

Capitalization of cost of loans. TPG uses its judgment in order to determine: (1) the
qualifying assets in which the cost of loans will be capitalized; (2) the starting,
suspension and ending periods of the capitalization, (3) the foreign exchange losses that
may be capitalized.

Impairment of long-lived assets. When performing the asset impairment tests, TPG
makes estimates on the value of use allocated to its property, plant and equipment,
trademarks, and to cash generating units (CGU), in the case of certain assets.
Calculations of the value of use require TPG to determine the future cash flows that
should proceed from the CGUs and the appropriate discount rate to calculate the
present value. TPG uses the revenue cash flow projections using estimates of market
conditions, prices, market share and volume of installations.

Leases. At the time of registering its lease contracts under IFRS 16, Management has
had to use certain estimates in respect to: (1) the possible contract renewals; (2) the
discount rate to determine their present value; and (3) the applications of allowed
exceptions.

Employee benefits. Measurement of the liability for employee benefits is performed by
independent specialists based on actuarial calculations. Some of the assumptions that
may have an importantimpact, among other, are: (1) discount rates, (2) expected salary
increase rates, and (3) rotation and mortality rates based on recognized tables. A
change in the economic, labor or tax conditions could modify the estimates.

Deferred taxes. TPG has tax loss carry forwards and certain temporary differences,
which are susceptible to be used in the following years. Based on projected revenue
and taxable profit TPG is expected to generate in future years, TPG Management has
considered that a portion of current tax loss carry forwards and temporary differences
will not be used before their expiration date and, therefore, it was considered
appropriate to account for a valuation allowance to the deferred tax asset from those
tax losses and temporary differences.

Contingencies. TPG is subject to legal procedures on which the possibility of
materialization as a payment obligation is assessed, for which the legal situation as of
the date of the estimate and the opinion of TPG’s legal advisers are considered. Such
assessments are periodically reviewed and in case that the payment obligation
becomes probable, the corresponding liability is recognized.

Revenue from contracts with customers. In the process of applying TPG accounting
policies, Management has performed the following judgments that have had the most
significant effects on the figures recognized in the financial statements: (1)
determination of performance obligations; (2) the timing in which a revenue must be
recognized based on the fulfillment of performance obligations; (3) the average time of
equipment installation; (4) cancellations percentage; and (5) registration of the
consideration as agent or principal.



NOTE 3 - RELEVANT EVENTS:

A description of the most relevant events occurring from December 31, 2019 (date of the most
recent audited consolidated financial statements) and up to June 30, 2020, are the following:

a. Debtissuance.

On March 2, 2020, the Company, its subsidiary Total Box, S.A. de C.V., BAZ as fiduciary of
Fideicomiso (Trust) F/1136 and Cl Banco, S.A., carried out the issue of securitized certificates
up to an amount of $5,000,000. On its first tranche, a total of $2,500,000 were placed at an
annual interest rate of 9.70%; initially, the resources were used for debt substitution bearing
an interest rate greater than that placed and for working capital. The securitized certificates
are traded on the Bolsa Institucional de Valores, S.A. de C.V. (the Institutional Stock Exchange
- BIVA), thus the Company is subject to comply with certain corporate, legal and financial
information obligations.

b. Concession rights renewal.

On March 25, 2020, the Company informed that the Federal Telecommunications Institute had
renewed the concessions rights to operate and exploit a public telecommunications network,
for a term of 30 years, from October 16, 2025 through October 16, 2055.

c. Capiprom loan.

On April 13, 2020, the Company entered into a loan contract with Capiprom for $1,560,605 at
an annual interest rate equivalent to the Mexican interest rate denominated TIIE at 28 days plus
375 basis points. The resources so obtained were used to substitute debt bearing a higher
interest rate.

d. FGS Credit line proceeds

During the first semester of 2020 the Company drew down resources from the credit facility
with FGS Bridge, S.A.P.l. de C.V. (FGS) amounting to $2,700,000, bearing an annual interest
rate of 325 basis points. The resources were used for payments to suppliers and for investment
in subscriber acquisition costs.

e. COVID-19.

The COVID-19 outbreak has had, and continues to have, a material impact on businesses
around the world and the economic environments in which they operate. Governments have
taken aggressive measures to slow the spread of COVID-19, including quarantines and
lock-downs, restrictions on travel, and closing of businesses and public and private
institutions. In addition, governments have imposed a wide variety of consumer protection
measures that limit how certain businesses, including telecommunications companies, can
operate their businesses and interact with their customers. The virus continues to spread
globally and cause significant social and market disruption.

Initially, the effects of the lockdown benefitted our operations as a result of a higher demand
for high quality Internet services, resulting in an increase in our subscriber base in 2020.
However, we are not certain that this trend will continue. If the Covid-19 pandemic continues
for an extended period of time, national economies, including ours, would likely have
consequences such as an adverse impact on the purchasing power of our customers
(Residential and Business), which could adversely affect our clients cancelation rate in the
near future. See Note 18.

(11)
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f. Operating expansion

During the six-month period ended June 30, 2020, TPG continued with its expansion in 29
cities across Mexico.

Additionally, the subscriber base grew as follows: (1) residential users reached the number
of 1,770,849 (28% increase as compared to December 31, 2019); and (2) business-oriented
subscribers reached the number of 71,903 (11% increase as compared to December 31,
2019).

g. New contracts with customers

Also, during the six-month period ended June 30, 2020, TPG has entered into new important
contracts, including the following:

(i) Installation, management, additional services and works as well as purchase-sale of
materials and equipment to develop the fiber optic network in the State of Jalisco.
The agreement value amounts to approximately $1,450,000 and was executed with
Operbes, S.A.de C.V.

(i) Construction of the City of Cancun safety complex pertaining to the State of Quintana
Roo government. The Project started in June 2020 and is expected to be concluded
by November 2020 with a total value amounting to $98,000 approximately.

(iii) Development of an integral solution for education improvement with the Educational
Service Unit of the State of Queretaro government. The Project started in January
2020 and is expected to be concluded by December 2020 with a total contract value
amounting to approximately $75,000.

NOTE 4 —- CASH AND CASH EQUIVALENTS:

Cash and cash equivalents are comprised as follows:

June 30 December 31

2020 2019 2019
Petty cash funds $ 872 $ 921 $ 977
Checking accounts 21,660 27,300 47,369
Short-term investments 107,619 67,075 178,866
Total cash and cash equivalents $ 130,151 $ 95,296 $ 227,212

NOTE 5 — ACCOUNTS RECEIVABLE FROM CUSTOMERS:
a. Accounts receivable are comprised in the following manner:

June 30 December 31

2020 2019 2019
Restricted television and audio subscribers $ 2,304,848 $ 1,667,743 $ 2,339,497
Telecommunications operators 114,016 24,180 32,030
Other 90,460 30,028 45,222
Gross balance 2,509,324 1,721,951 2,416,749
Expected credit loss reserve (191,348) (361,360) (260,808)
Total accounts receivable from customers —-net $ 2,317,976 $ 1,360,591 $ 2,155,941




b. Movements of the expected credit loss reserve:

Six-month period Year ended
ended June 30 December 31
2020 2019 2019
Beginning balance $ 260,808 $ 263,815 $ 263,815
Increases 208,821 102,023 244,750
Write-offs (278,281) (4,478) (247,757)
Ending balance $ 191,348 $ 361,360 $ 260,808

NOTE 6 —- RELATED PARTIES:

Accounts receivable and payable to related parties are shown below:

June 30 December 31

2020 2019 2019
a. Accounts Receivable
Grupo Elektra, S.A.B. de C.V. and subsidiaries (GEKT) $ 55,868 $ 12,087 $ 101,085
TV Azteca, S.A.B. de C.V. and subsidiaries (TVA) 12,342 13,866 -
Other - 2,819 330
Total accounts receivable from related parties $ 68,210 $ 28,772 $ 101,415
b. Accounts Payable
Totalsec, S.A. de C.V. (Totalsec) $ 149,489 $ 60,093 $ 91,198
TV Azteca, S.A.B. de C.V. and subsidiaries (TVA) 100,621 40,936 30,887
Procesos BOFF, S. de R.L. de C.V. (BOFF) 66,457 40,589 60,250
Selabe Diseitos, S.A. de C.V. 31,568 13,115 19,862
Grupo Elektra, S.A.B. de C.V. and subsidiaries (GEKT) 25,797 14,113 -
UPAX GS, S.A. de C.V. (UPAX) 25,568 22,319 23,208
Servicios de Asesoria en Medios de Comunicacion
GS, S.A.de C.V. 16,052 - 15,677
Other 5,088 2,559 4,562
Total accounts payable to related parties $ 420,640 $ 193,724 $ 245,644

Transactions with Grupo Salinas companies

Accounts receivable derive from fixed telephony services, internet and link rent provided to GEKT
and TVA.

In turn, services received by TPG from Grupo Salinas companies consist of:

GEKT - leasing and administrative services.

TVA - advertising and leasing.

BOFF, S. de R.L. de C.V. — administrative services.

Totalsec - information security services.

UPAX - marketing, polls, market research, among other services.
Selabe - administrative services.



NOTE 7 — INVENTORIES:

a. Inventories were comprised as follows:
June 30 December 31
2020 2019 2019
Equipment $ 805,215 $ 473913 $ 694,292
Installation materials warehouse 636,566 509,129 605,921
Gross balance 1,441,781 983,042 1,300,213
Obsolescence allowance (45,622) (33,748) (39,729)
Total inventories — net $ 1,396,159 $ 949,294 $ 1,260,484
b. The movements of the obsolescence allowance were as follows:
Six-month periods ended Year ended
June 30 December 31
2020 2019 2019
Beginning balance $ 39,729 $ 27,662 $ 27,662
Increases 6,000 6,086 12,067
Write-offs (107) -
Ending balance $ 45,622 $ 33,748 $ 39,729
NOTE 8 — PROPERTY, PLANT AND EQUIPMENT - NET:
a. As of the dates of presentation, property, plant and equipment - net, consisted of the
following:
June 30 December 31
2020 2019 2019
Fiber optic $ 10,632,202 $ 8,031,128 $ 9,413,124
Installation expenses 8,669,219 5,481,789 6,662,692
Telecommunications equipment 6,478,000 5,450,779 6,121,211
Decoders 6,261,294 4,204,016 4,916,415
Software and licenses 1,838,994 1,419,051 1,550,080
Machinery and laboratory equipment 920,304 760,143 814,755
Computers 834,087 660,255 701,496
Leasehold improvements 301,038 141,237 157,968
Vehicles 220,270 220,186 222,411
Furniture and fixtures 143,385 121,376 127,251
Gross depreciable balance 36,298,793 26,489,960 30,687,403
Accumulated depreciation (10,183,404) (7,170,615) (8,545,519)
Net depreciable balance 26,115,389 19,319,345 22,141,884
Land 21,408 6,408 6,408
Projects in-progress 984,781 754,237 456,529
Total property, plant and equipment, net $ 27,121,578 $ 20,079,990 $ 22,604,821

TPG has guaranteed the tax credit mentioned in Note 13b with certain of these assets. As of
June 30, the guaranteed amount is for $816,411.

The carrying value of property, plant and equipment is subject to an annual impairment test.
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b. The reconciliation of balances for the periods ended June 30, 2020 and 2019 and for the
year ended December 31, 2019, is as follows

June 30 December 31
2020 2019 2019
Beginning balance $ 22,604,821 $ 18,298,628 $ 18,298,628
Purchases, net of disposals 6,229,460 3,858,149 7,896,255
Transfer of rights-of-use (adoption of IFRS 16) - (1,107,136) (1,107,136)
Capitalized borrowing costs 480,185 618,063 1,307,867
Depreciation and subscribers acquisition cost (2,192,888) (1,587,714) (3,790,793)
Ending balance $ 27,121,578 $ 20,079,990 $ 22,604,821
c. Depreciation expense is integrated as follows:
Six-month periods ended Year ended
June 30 December 31
2020 2019 2019
Depreciation and amortization $ 795,884 $ 653,223 $ 1,685,025
Subscribers acquisition cost 1,397,004 934,491 2,105,768
Ending balances $ 2,192,888 $ 1,587,714 $ 3,790,793

NOTE 9 — LEASES (RIGHTS-OF-USE) AND LIABILITIES

a. As aresult of the adoption of IFRS 16, as of June 30, 2020 and 2019 and at December 31,
2019 the rights-of-use were comprised as follows:

Six-month periods ended Year ended
June 30 December 31
2020 2019 2019

Property $ 1,946,915 $ 1,255,299 $ 1,751,471
Decoding equipment 1,677,420 1,720,043 2,420,834
Furniture, fixtures and others 256,794 - 205,966
Communication equipment 217,525 332,316 474,537
Vehicles 167,056 31,157 109,072
Computers 34,025 79,696 79,696
Gross balance 4,299,735 3,418,511 5,041,576
Accumulated depreciation (680,275) (882,450) (1,421,123)
Net balance $ 3,619,460 $ 2,536,061 $ 3,620,453




b. Lease liability

June 30, 2020

Short-term Long-term Total
Real estate lessors $ 423,100 $ 1,072,904 1,496,004
Unifin Financiera, S.A.B. de C.V. (Unifin) 344,036 566,114 910,150
Lumo Financiera del Centro, S.A. de C.V. SOFOM
(Lumo) 168,337 179,579 347,916
Gravitas Motion, S.A.P.l. de C.V. (Gravitas) 107,153 196,436 303,589
Arrendadora Actinver, S.A. de C.V. (Actinver) 50,915 103,576 154,491
Others 43,419 66,591 110,010
Liquid Capital (Liquid) 48,636 48,749 97,385
Avant Lease (Avant) 22,746 65,000 87,746
Serfimex Capital, S.A.P.l. de C.V. SOFOM, E.N.R.
(Serfimex) 27,835 54,509 82,344
Arrendadora Internacional Azteca (AlA) 75,052 - 75,052
Hewlett Packard Operations México, S. de R.L. (HP) 55,373 - 55,373
$ 1,366,602 $ 2,353,458 3,720,060
June 30, 2019
Short-term Long-term Total
Unifin $ 129,052 $ 1,012,769 1,141,821
Real estate lessors 318,538 812,962 1,131,500
Lumo - 312,759 312,759
AlA 55,614 184,216 239,830
Liquid 71,570 111,802 183,372
Gravitas 41,342 134,363 175,705
HP 82,852 36,928 119,780
Serfimex 19,196 55,389 74,585
Others 18,032 42,199 60,231
$ 736,196 $ 2,703,387 3,439,583
December 31, 2019
Short-term Long-term Total
Real estate lessors $ 402,837 $ 927,808 1,330,645
Unifin 408,291 881,659 1,289,950
Lumo 169,140 393,000 562,140
Gravitas 41,342 279,921 321,263
Actinver 62,439 189,898 252,337
Liquid 71,570 84,740 156,310
AlA 145,481 1,500 146,981
Serfimex 38,196 99,032 137,228
HP 82,852 15,413 98,265
Others 31,282 61,546 92,828
$ 1,453,430 $ 2934517 $ 4,387,947




c. Maturities of long-term liabilities for leases at June 30, 2020 were the following:

Year

2022
2023
2024
2025
2026 and thereafter

NOTE 10 - REVERSE FACTORING:

$

Amount

1,178,428
671,416
167,787
132,927
202,900

$

2,353,458

As a financing alternative, TPG offers its suppliers to participate in a factoring credit facility,
through which the intermediary liquidates to the supplier the debt originally contracted by TPG,
less the accorded discount. At the same time, TPG pays the debt to the intermediary at its nominal

value, but in an extended period of time.

The following table shows liabilities resulting from factoring operations with suppliers as of June

30, 2020 and 2019 and at December 31, 2019:

FGS Bridge, S.A. de C.V. SOFOM, E.N.R (FGS)
Greensill Capital (UK) Limited (Greensill)
Arrendadora Internacional Azteca, S.A. de C.V. (AlA)

FGS

The Export and Import Bank of China (Exim Bank)
Greensill

AlA

FGS
Greensill
AlA

June 30, 2020

Short-term Long-term Total
$ 603,704 $ - $ 603,704
475,507 - 475,507
41,070 - 41,070
$ 1,120,281 $ - $ 1,120,281

June 30, 2019

Short-term Long-term Total
$ 1,180,491 - $ 1,180,491
- 914,987 914,987
142,290 - 142,290
6,440 - 6,440
$ 1,329,221 $ 914,987 $ 2,244,208

December 31, 2019

Short-term Long-term Total
$ 555,618 $ - $ 555,618
346,989 - 346,989
62,132 - 62,132
$ 964,739 $ - $ 964,739




NOTA 11 - FINANCIAL DEBT:

As of the condensed consolidated financial statement presentation dates, TPG had the following

outstanding financings:

a. FGS Bridge, S.A. de C.V. SOFOM, E.N.R. (FGS)
b. Universidad ICEL S.C. (ICEL)

c. Fideicomiso 3370 (F3370)

d. Capiprom, S.A. de C.V. (Capiprom)

e. Banco del Bajio S.A. IBM (Bajio)

f. Postulando Ideas S.A. de C. V. (PI)

dg. Sentir Comin México SOFOM, S.A. de C.V. (Sentir

h. QH Productos Estructurados, S.A.P.l. (QH)

i. Desarrollo JNG Coyoacan S.A. de C.V. (DJC)

j. Interpretaciones Econdémicas S.A. de C.V. (IE)

k. Desarrollo JNG Azcapotzalco S.A. de C.V. (DJA)

I. Negocios y Vision en Marcha S.A. de C.V. (NVM)

m. Inmobiliaria Ciudad del Sol Guadalajara, S.A. de C.V.
(ICS)

n. Banco Invex S.A. IBM (Invex)

. Fideicomiso 1135 (F1135)

0. Banco Monex S.A. IBM (Monex)

p. Arrendadora Internacional Azteca, S.A. de C.V. (AlA)
Transaction costs

Total debt recognized at amortized cost

. Capiprom

FGS

F1135

QH

. Invex

. Sentir Comuln

. AlA
Transaction costs

T@sSTIpo

Total debt recognized at amortized cost

June 30, 2020

Short-term Long-term Total
$ 674996 $ 2,917,267 $ 3,592,263
- 2,537,000 2,537,000
- 2,500,000 2,500,000
61,342 1,682,448 1,643,790
57,500 915,000 972,500
889,085 889,085
77,273 704,545 781,818
239,589 521,354 760,943
- 713,962 713,962
- 670,254 670,254
- 659,530 659,530
- 646,434 646,434
) 620,735 620,735
175,000 350,000 525,000
- 450,000 450,000
300,000 - 300,000
149,166 - 149,166
(8,363) (107,324) (115,687)
$ 1,726,503 $ 16,570,290 $18,296,793

June 30, 2019

Short-term Long-term Total
$ 1,253,074 $ 2,555,000 $ 3,808,074
647,908 1,629,769 2,277,677
650,000 1,000,000 1,650,000
14,896 700,104 715,000
87,500 240,625 328,125
9,091 290,909 300,000
55,000 203,709 258,709
(20,737) (29,526) (50,263)
$ 2,696,732 $ 6,590,590 $ 9,287,322




.ICEL

FGS

.F1135

. Capiprom

. Bajio

Pl

. Sentir Comuln
.QH

DJC

IE

.DJA

. NVM

m. ICS

n. Invex

0. Monex

p. AlA
Transaction costs

TS hro oS0 T

Total debt recognized at amortized cost

December 31, 2019

Short-term Long-term Total
- $ 2,537,000 $ 2,537,000
1,992 2,025,685 2,027,677
500,000 1,250,000 1,750,000
111,640 942,500 1,054,140
30,000 957,500 987,500
- 889,085 889,085
27,091 772,909 800,000
102,019 660,887 762,906
- 713,962 713,962
- 670,254 670,254
- 659,530 659,530
- 646,434 646,434
- 620,735 620,735
175,000 437,500 612,500
300,000 - 300,000
149,601 - 149,601
(1,050) (58,438) (59,488)
$ 1,396,293 $ 13,725,543 $ 15,121,836

As of June 30, 2020, the maturities of long-term portions are the following:

2026 and thereafter

Year

2022
2023
2024
2025

Face Transaction Amortized
Value costs cost
$ 1,286,952 $ (35,050) $ 1,251,902
2,862,629 (32,135) 2,830,494
5,578,839 (24,161) 5,554,678
6,826,467 (13,056) 6,813,411
122,727 (2,922) 119,805
$ 16,677,614 $ (107,324 $ 16,570,290

NOTE 12 — FINANCIAL INSTRUMENTS:

a) Fair value

Fair value of financial instruments was determined by TPG using information available in the
market and other valuation techniques that require Management’s judgment. Moreover, the use of
different assumptions and valuation methods may have a material effect on the estimated amounts

of fair value.

Financial instruments which, after their initial recognition, are quantified at fair value are grouped
in Levels from 1 to 3 based on the degree to which fair value is observed, as shown below:

e Level 1 -valuation based on prices quoted in the market (unadjusted) for identical assets

or liabilities;

e Level 2 - valuation with indicators other than the quoted prices included in Level 1, but
include observable indicators for an asset or liability, either directly (quoted prices) or
indirectly (derivations of these prices); and

e Level 3 - valuation techniques are applied that include indicators for assets and liabilities

that are not based on observable market information (unobservable indicators).
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As of June 30, 2020 and 2019

classified as follows:

As of June 30, 2020:

Financial Assets:

Cash and cash equivalents
Customers

Related parties

Derivative financial instruments
designated as hedges

Financial Liabilities:

Total financial debt (short and
long-term)

Interest payable

Trade payables

Reverse factoring

Other payables

Related parties

Short and long-term lease
liabilities

As of June 30, 2019

Financial Assets:

Cash and cash equivalents
Customers

Related parties

Derivative financial instruments
designated as hedges

Financial Liabilities:

Total financial debt (short and
long-term)

Interest payable

Trade payables

Reverse factoring

Other payables

Related parties

Short and long-term lease
liabilities

and at December 31, 2019, financial assets and liabilities are

Amortized
Cost FVTPL FVOCI Total
$ 130,151 $ - - $ 130,151
2,317,976 - - 2,317,976
68,210 - - 68,210
- 58 26,394 26,452
$ 2,516,337 $ 58 26,394 $ 2,542,789
$18,296,336 $ - - $18,296,336
457 - - 457
7,388,735 - - 7,388,735
1,120,281 - - 1,120,281
1,701,649 - - 1,701,649
420,640 - - 420,640
3,720,060 - - 3,720,060
$32,648,158 $ - - $32,648,158
Amortized
Cost FVTPL FVOCI Total
$ 95,296 $ - - $ 95,296
1,360,591 - - 1,360,591
28,772 28,772
- 44 6,562 6,606
$ 1,484,659 $ 44 6,562 $ 1,491,265
$ 9,231,749 $ - - $ 9,231,749
55,573 - - 55,5673
4,339,435 - - 4,339,435
2,244,208 - - 2,244,208
1,332,872 - - 1,332,872
193,724 - - 193,724
3,439,583 3,439,583
$20,837,144 $ - - $20,837,144




As of December 31, 2019
Financial Assets:

Cash and cash equivalents
Customers

Related parties

Derivative financial instruments
designated as hedges

Financial Liabilities:

Total financial debt (short and
long-term)

Interest payable

Trade payables

Reverse factoring

Other payables

Related parties

Short and long-term lease
liabilities

Amortized

Cost FVTPL FVOCI Total
$ 227,212 $ - - $ 227,212
2,155,941 - - 2,155,941
101,415 101,415
- (869) 2,844 1,975
$ 2,484,568 $ (869) 2,844 $ 2,486,543
$15,120,944 $ - - $15,120,944
892 - - 892
3,622,265 - - 3,622,265
964,739 - - 964,739
1,386,659 - - 1,386,659
245,644 - - 245,644
4,387,947 - - 4,387,947
$25,729,090 $ - - $25,729,090

! Fair value through profit or loss (FVTPL).
2 Fair value through other comprehensive income (FVOCI)

b) Hedging activities and derivatives

i.  Derivatives not designated as hedges
TPG uses foreign currency loans and foreign currency purchases/sales, for the purpose of
managing some of the risks related to their transactions, mainly market risks as exchange rates
and interest rates. Installment purchases/sales of foreign currency are not designated as cash
flow hedges, and they are agreed for periods consistent with the foreign exchange risk exposure
of the related transactions, generally between 1 to 24 months.

ii. Cash flow hedges

Non-dominant credit risk

The credit risk of counterparts does not have a material influence on the Fair Value of Derivative
Financial Instruments. The rating of both Financial Entities and the most recent of the Company

are the following:

Company Rating
Banco Monex, S.A. AA -
Corporacion Actinver, S.A.Bde C.V. AA -
Total Play Comunicaciones, S.A. de C.V. AA

Agency
Fitch Ratings

Fitch Ratings

HR Ratings



Foreign exchange risk

Installment purchases of foreign currency, measured at fair value with changes through other
comprehensive income, are designated as hedges of the cash flows from expected sales in U.S.
dollars. These expected transactions are highly probable and comprise a high percentage of the
total expected purchases in U.S. dollars.

Although TPG has other installment purchases/sales of foreign currencies with the intention of
mitigating the foreign exchange risk of expected purchases and sales, these other agreements are
not designated as hedges and are consequently measured at fair value through profit and loss.

The balances of installment purchases/sales of foreign currency vary depending on the level of
expected sales and purchases in foreign currency and on foreign exchange rates.

June 30, 2020

Derivative financial instrument: Asset Liability Net
Bonus swap (IRS) $ 3,759 $ - $ 3,759
Foreign exchange options (FX options) 22,693 - 22,693
Interest rate hedge (rate CAP) - - -
Mark-to market at the closing period $ 26,452 $ - 26,452
June 30, 2019
Derivative financial instrument: Asset Liability Net
Bonus swap (IRS) $ 7,802 $ - 7,802
Foreign exchange options (FX options) 3,460 - 3,460
Interest rate hedge (rate CAP) - 4,656 (4,656)
Mark-to market at the closing period $ 11,262 $ 4,656 6,606
December 31, 2019
Derivative financial instrument: Asset Liability Net
Bonus swap (IRS) $ 6,191 $ - $ 6,191
Foreign exchange options (FX options) - 4,214 (4,214)
Interest rate hedge (rate CAP) - 2 (2)
Mark-to market at the closing period $ 6,191 $ 4,216 $ 1,975

The terms of the installment purchases/sales of foreign currency match with the highly probable
expected transactions. Consequently, there is no inefficiency to be recognized in the income
statement.

Cash flow hedges of expected future purchases in 2019, were assessed as highly efficient and an
unrealized gain of $2,844 was recorded in OCI.

The amount transferred during the period from January 1 through June 30, 2020 and 2019 from
OCl to the carrying value of the hedged elements was $58 and $44 respectively and shown in Note
12a. It is expected that some of the amounts included in OCI as of June 30, 2020 become due and
affect the income statement as of December 31, 2020.



NOTE 13 - COMMITMENTS AND CONTINGENCIES:

As of June 30, 2020, TPG had the following commitments:

a. Commitments derived from financial debt.

As some of the credit contracts described in note 11, TPG has the following commitments:

i. TPG and other credited subsidiaries must comply with the covenants included on
each of debt contracts.

ii. Some of the assets are granted in guarantee for the credits describe in note 11.
b. Tax credit

On December 3, 2015, the Mexican Internal Revenue Service (SAT for its acronym in Spanish)
issued notification no. 900-04-05-2015-52432 through which it was determined a tax claim
amounting to $645,764 (historical amount) corresponding to income tax for the year 2011,
allegedly failed, plus inflation-restatement, surcharges and penalties.

SAT points out: (i) that the Company has not proved the strict indispensability of certain
commissions and advances from commercializing telecommunications services; (ii) that it rejects
the deduction for tax purposes of travel expenses, administrative services, and uncollectable
receivables from a reorganization procedure.

On January 19, 2016 the Company interposed a resource of appeal before the corresponding
authority (Administracion de lo Contencioso de Grandes Contribuyentes —-Administration of Large
Taxpayer Disputes). Subsequently, during April and May 2016, the Company delivered a series of
additional evidence in its favor. On June 16, 2016 the appeal was resolved, confirming the tax
credit imposed and on August 19, 2016 the Company filed a claim of nullity (demanda de nulidad);
said claim was admitted on September 6, 2017 by the Federal Court of Tax and Administrative
Justice (7ribunal Federal de Justicia Fiscal y Administrativa).

On November 28, 2017, the Company filed a direct ‘amparo’ trial. The Company is waiting for the
resolution of the Mexican tax authorities and the Company’s external advisors consider that it is
probable that the process will result in a nullity trial (juicio de nulidad).

In court session held on February 7, 2020, the judges of the Sixth Collegiate Court determined to
withdraw the sentencing project, for the purpose of remitting the file to the Second Chamber of
the Supreme Court of Justice of the Nation, since the Ministry of Finance and Public Credit
(“Hacienda”) asked the Supreme Court to assert jurisdiction when appraising that the matter is
important and transcendent. Currently, the matter is pending determination as to whether the
matter is asserted in the terms requested.

The challenged amount is duly guaranteed through the administrative seizure of several assets of
the Company, which was expressly accepted by the tax authorities, and they were ordered the
final suspension of the administrative procedure of execution.

c. Labor contingencies

Some of the Company’s subsidiaries are involved in legal procedures for labor disputes of a lesser
quantitative importance. In opinion of TPG’s external legal advisors, these disputes do not
represent a relevant contingency that may materially affect TPG since they arise from the ordinary
course of business.
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d. Related party transactions

In accordance with Mexican Income Tax Law, those entities carrying out transactions with their
related parties are subject to certain limitations and to some fiscal obligations related to the
agreed prices, since they must be similar to prices used with independent parties in comparable
operations.

In case that a review of the prices by the Mexican tax authorities results in a rejection of the

amounts under review, they could seek, in addition to the omitted tax plus interest, penalties that
could represent 100% of the updated amount of the omitted taxes.

NOTE 14 — SEASONALITY:

TPG does not have a defined seasonality on their operations.

NOTE 15 - EQUITY:

a. Contributed capital

Shares of the Company’s capital stock are fully voting and of free subscription, and may be
acquired by any person or corporation, local or foreign, as long as the applicable legal regulations
regarding foreign investment are met.

On June 30, 2020, a general stockholders meeting was held, in which it was decided to decrease
the variable capital stock in $9,800 and increase the fixed capital stock by the same amount.

After the movements described above the equity is comprised as follows:

June 30, 2020

Number of
outstanding
shares Amount

Fixed capital stock 88,815 $ 10,000
Variable capital stock 21,037,407 2,368,663
Unpaid shares (464,947) (52,372)
Inflation restatement - 10,700
Fully paid and subscribed capital stock 20,661,275 $ 2,336,991

December 31, 2019

Number of
outstanding
shares Amount

Fixed capital stock 11,000 $ 200
Variable capital stock 21,115,222 2,378,463
Unpaid shares (464,947) (52,372)
Inflation restatement - 10,700
Fully paid and subscribed capital stock 20,661,275 $ 2,336,991

On March 27, 2019, a General Shareholders’ Meeting was held and resolved a contribution for
future capital stock increase in the amount of $5,000,000.
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b. Earned capital

Under Mexican law, net income for the year is subject to the legal provision requiring that at least
5% of net income be appropriated to increase the legal reserve until that reserve equals one-fifth
of total capital stock. The balance of the legal reserve may not be distributed to the stockholders
but may be used to reduce accumulated losses or be converted to capital stock.

c. Distribution of earnings

As of December 31, 2019, the balance of “Net Tax Income Account” (CUFIN by its acronym in
Spanish) was $3,703,609. Starting from 2014 earnings generated and distributed to the
stockholders are subject to a 10% income tax withholding, as long as they do not come from CUFIN.
Dividends paid that come from income previously taxed by Income Tax, will not be subject to any
withholding or additional tax payment prior to December 31, 2013.

The Company has certain restrictions on dividend payments due to covenants under its credit
agreements.

d. Capital stock reductions

As of December 31, 2019, the inflation-restated balance of the “restated contributed capital
account” (CUCA for its acronym in Spanish) amounted to $4,019,136. In case of a reimbursement
or capital decreases in favor of the stockholders, the excess of that reimbursement over this
amount will be treated as distributed earnings for tax purposes.

Likewise, the case that equity should exceed the balance of the CUCA, the spread will be
considered as dividend or distributed earnings subject to the payment of income tax. If the
earnings referred to above are paid out of the CUFIN, there will be no corporate tax payable due
to the capital decrease or reimbursement. Otherwise, it should be treated as dividends or earnings
distribution, as provided in Mexican Income Tax Law.

NOTE 16 — REVENUE, COST AND EXPENSES BY NATURE:

TPG presents consolidated revenue, cost and expenses by their function; however, IFRS require
disclosing additional information regarding the nature of said items.

For the six-month periods ended June 30, 2020 and 2019, consolidated revenue, cost and
expenses according to their nature are as follows:

Six-month period ended June 30,

2020 2019

Revenues from services provided:

Pay television and audio, fixed telephony and internet access $ 5,892,029 $ 4,213,658

Business-oriented services 2,755,898 2,013,253

Activation and installation fees 94,376 57,044

Advertising 53,798 53,492

Interconnection and long-distance fees 7,162 19,408

Other 74,368 58,454
Total revenues from services provided $ 8,877,631 $ 6,415,309




Six-month period ended June 30,

2020 2019
Cost of services:
Content $  (991,254) $ (720,693)
Cost of sold equipment (447,026) -
Commissions (354,350) (246,849)
Reserve of expected credit loss (208,821) (102,023)
Rent of dedicated links (154,246) (121,104)
Other (230,909) (177,884)
Total cost $ (2,386,606) $ (1,368,553)
General expenses:
Personnel $ (1,687,409) $ (1,362,852)
Advertising (399,241) (288,745)
Maintenance (292,363) (288,756)
Professional fees (198,295) (69,040)
Administrative services (142,986) (143,218)
Leases (97,023) (63,547)
Other (528,847) (418,021)
Total general expenses $ (3,346,164) $ (2,634,179)

NOTE 17 — INFORMATION BY SEGMENTS:

Management of TPG identifies two major service lines as operating segments. These operating
segments are supervised by those making strategic decisions, which are made taking as a basis
the adjusted operating results of the segment:

a.

TotalPlay Residential. Offers a state-of-the-art IPTV system (/nternet Protocol/ TV) and

is commercialized through the Double Play or Triple Play packages. The main services
offered consist of:

Linear Television. The customer is provided with a decoder of state-of-the-art
technology and a Wi-fi Extender. Among the additional services at no cost: VOA
(Video on Demand)), parental control and Anytime (up to seven days deferral of
certain channels);

Internet. Provided by a FTTH network (Fiber to-the home) of fiber optic unique in
Mexico (backbone of 200 gigabits), which allows having high speed and quality.
Apps contents. The Company has internally developed a TV interface for its users,
allowing the integration of popular apps, offering its subscribers all services under
the same platform.

Telephony. In addition to the traditional service, from a mobil app, customers may
have worldwide coverage as if they were calling or receiving calls on their fixed
line.

TotalPlay Empresarial (for businesses). Offers telecommunication solutions and

Information Technologies to resolve connectivity issues for better improving
operations and business processes of private sector entities and public sector
institutions. Among the main solutions:

Planes empresariales (plans for businesses). With high speed internet (symmetrical
or asymmetric), telephony and value-added services.

Plans with backup included. Dedicated internet, LAN (Local Area Network) to LAN,
MPLS (Multiprotocol Label Switching), management portal for business services,
among other.
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e Cloud-base solutions such as G-Suite, virtual servers, fleets, video surveillance,
and safe navigation. These solutions offer a secure network, available, private and

competitive.

e Comprehensive technological solutions for: video surveillance, corporate and
branches, and security, under a managed services model.

The table below presents the information by segments:

Revenue from services

Cost of services

Operating expenses

Depreciation and amortization,
financial cost and other

Net income

Customers
Property, plant and equipment — Net
Right-of-use assets — Net

Revenue from services

Cost of services

Operating expenses

Depreciation and amortization,
financial cost and other

Net income

Customers
Property, plant and equipment - Net
Right-of-use assets — Net

Six-month period ended June 30, 2020

Totalplay Totalplay Corporate
Residential Empresarial and other Consolidated
$ 6,067,723 $ 2,755,898 $ 54,010 $ 8,877,631
(1,630,077) (839,410) (17,119) (2,386,606)
(1,364,630) (560,205) (1,421,329) (3,346,164)
(2,408,303) (77,782) (1,367,300) (3,853,385)
$ 764,713 $ 1,278,501 ($2,751,738) ($ 708,524)
At June 30, 2020
$ 813,950 $ 1,479,976 $ 24,050 $ 2,317,976
18,442,673 8,407,689 271,216 27,121,578
2,461,233 1,122,032 36,195 3,619,460
Six-month period ended June 30, 2019
Totalplay Totalplay Corporate
Residential Empresarial and other Consolidated
$ 4,348,564 $ 2,013,253 $ 53,492 $ 6,415,309
(933,216) (389,576) (45,761) (1,368,553)
(1,244,015) (526,076) (864,088) (2,634,179)
(1,122,588) (26,519) (929,579) (2,078,686)
$ 1,048,745 $ 1,071,082 ($1,785,936) $ 333,891
At June 30, 2019
Totalplay Totalplay Corporate
Residential Empresarial and other Consolidated
$ 363,580 $ 995210 $ 1,801 $ 1,360,591
13,309,411 6,603,042 167,537 20,079,990
1,680,951 833,950 21,160 2,536,061



Year ended December 31, 2019

Totalplay Totalplay Corporate
Residential Empresarial and other Consolidated
Revenue from services $ 9,456,689 $ 4,691,636 $ 119,039 $ 14,267,364
Cost of services (2,312,826) (1,155,549) (37,730) (3,506,105)
Operating expenses (2,437,520) (1,030,422) (1,778,658) (5,246,600)
Depreciation and amortization,
financial cost and other (3,097,160) (245,637) (1,509,313) (4,852,110)
Net income $ 1,609,183 $ 2,260,028 ($3,206,662) $ 662,549
At December 31, 2019
Customers $ 481,646 $ 1,619,248 $ 55,047 $ 2,155,941
Property, plant and equipment — Net 14,982,919 7,433,299 188,603 22,604,821
Right-of-use assets — Net 2,399,707 1,190,538 28,208 3,620,453

NOTE 18 - SUBSEQUENT EVENTS:

As mentioned on Note 3, the full impact of the COVID-19 outbreak continues to evolve as of the
date of this report. As such, it is uncertain as to the full magnitude that the pandemic will have on
the company’s financial condition, liquidity and future results of operations. Management is
actively monitoring the global situation on its financial condition, liquidity, operations, suppliers,
industry, and workforce. Given the daily evolution of the COVID-19 outbreak and the global
responses to curb its spread, the Company is not able to estimate the effects of the COVID-19
outbreak on its results of operations, financial condition, or liquidity for the fiscal year 2020.

The outbreak could have a material adverse impact on economic and market conditions and
trigger a period of global economic slowdown, which may impair the Company’s asset values such
as intangible assets.

Although the company cannot estimate the length or gravity of the impact of the COVID-19

outbreak at this time, if the pandemic continues, it may have a material adverse effect on the
company’s results of future operations, financial position, and liquidity in fiscal year 2020.

* Kk k%
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MAZARS

INDEPENDENT AUDITOR’S REPORT

To the Stockholders and Board of Directors of
Total Play Telecomunicaciones, S.A. de C.V. and Subsidiaries
(Subsidiary of Corporaciéon RBS, S.A. de C.V.)

Opinion

We have audited the accompanying consolidated financial statements of Total Play
Telecomunicaciones, S.A. de C.V., and its subsidiaries (the Group), which comprise the
consolidated statements of financial position as at December 31, 2019 and 2018, and the
consolidated statements of comprehensive income (loss), statements of changes in equity and
statements of cash flows for the years then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of Total Play Telecomunicaciones, S.A. de C.V., and
its subsidiaries as at December 31, 2019 and 2018, and of its financial performance and its cash
flows for the years then ended in accordance with International Financial Reporting Standards.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the “Auditor’s responsibilities for
the Audit of the Consolidated Financial Statements”section of our report. We are independent of
the Group in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Mexico, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter

As mentioned in Note 22 a) to the consolidated financial statements, on March 2, 2020, the Group, its
subsidiary Total Box, S.A. de C.V., Banco Azteca, S.A., as trustee of Fideicomiso (Trust) F/1136 and
Cl Banco, S.A., carried out a program of issuance of securitized certificates for up to the amount of
$5,000,000 (thousands of pesos). On its first issuance, $2,500,000 (thousands of pesos) were placed,
the resources to be used for debt substitution bearing an interest rate greater than that of the
placement and for working capital. The securitized certificates are traded on the Bolsa Institucional
de Valores, S.A. de C.V. (Institutional Stock Exchange, S.A. de C.V. or BIVA for its acronym in
Spanish), thereby starting from year ended December 31, 2019 the Company has the obligation to
report quarterly financial information to the BIVA and to the Comisién Nacional Bancaria y de Valores
(National Banking and Exchange Commission); likewise, the Company is obliged to meet certain
corporate and legal obligations in its capacity as Administrator of irrevocable Fideicomiso (Trust)
CIB/3370 dated January 30, 2020.
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Responsibilities of management and those charged with governance for the consolidated
financial statements

Managementis responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting, unless management either intends to
liguidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Audiitor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not guarantee that an audit conducted in accordance with International
Standards on Auditing will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and the significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Mazars Auditores, S. d R.L. de C.V.

CPC-viartin Pérez Garcia
Partner

Mexico City,
May 18, 2020.



Assets
CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable:
Customers — Net
Other receivables
Recoverable taxes
Related parties
Fiduciary rights
Inventories
Prepaid expenses
Derivative financial instruments

Total current assets

NON-CURRENT ASSETS:

Property, plant and equipment - Net
Right-of-use assets — Net
Trademarks and other assets
Deferred income tax asset

Total non- current assets

Total assets

Notes
2iand 3

2k and 4
2k

5
4d
2l and 6
2mand 7
2jand 15b

2nand 8

2r and 9a
2pand 10
2t and 14b

TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacion RBS, S.A. de C.V.)

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

December 31

2019 2018

$ 227,212 $ 47,012
2,155,941 1,242,050

39,846 -
1,968,410 1,164,610

101,415 -
946,901 656,960
1,260,484 954,274
142,863 236,726
1,975 6,606
6,845,047 4,308,238
22,604,821 18,298,628

3,620,453 -
1,065,139 177,092
321,154 391,399
27,611,567 18,867,119

$ 34,456,614 $ 23,175,357

Liabilities and Equity
SHORT-TERM LIABILITIES:

Short-term portion of long-term debt
Lease liabilities

Trade payables

Reverse factoring

Other payables

Related parties

Unearned revenue

Interest payable

Total short-term liabilities

LONG-TERM LIABILITIES:
Long-term debt

Lease liabilities

Trade payables

Reverse factoring

Other payables

Employee benefits

Total long-term liabilities
Total liabilities

Commitments y contingencies

EQUITY:

Capital stock

Paid-in capital

Contributions for future capital
stock increases

Retained earnings (losses):
Legal reserve
Prior years
For the year

Other comprehensive income

Total equity

Total liabilities and equity

The accompanying twenty two notes are an integral part of these consolidated financial statements.

December 31

2019 2018
Notes

2s and 11 $ 1,395,401 $ 2,322,705

2rand 9 1,453,430 -
3,546,950 4,219,019
12 964,739 1,855,966
2v 878,197 594,193
5 245,644 241,026
195,126 365,252
892 99,331
8,680,379 9,697,492
2s and 11 13,725,543 9,773,591

2r and 9d 2,934,517 -
75,315 413,726
12 - 713,902
2v 279,003 281,453
2uand 13 34,333 17,387
17,048,711 11,200,059
25,729,090 20,897,551

2vand 17 - -

2w, 18 and 19

2,336,991 2,336,991
1,539,398 1,539,398

5,000,000 -
183,368 183,368
(2,711,056) (2,477,350)
662,549 (233,706)
1,716,274 929,105
8,727,524 2,277,806
$ 34,456,614 $ 23,175,357




TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporaciéon RBS, S.A.de C.V.)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Revenue from services
Cost of services
Gross profit

General expenses:
Network-related
Sales and administration
Depreciation and amortization
Subscribers acquisition cost
Other expenses — Net

Operating profit (loss)

Financial cost:
Accrued interest income
Change in fair value of financial instruments
Accrued interest payable:
Accrued interest expense
Leases
Other financial expenses
Foreign exchange gain — Net

Income (loss) before income tax provisions
Income tax provisions
Net income (loss)
Other comprehensive income:
Fair value of intangibles
Hedge fair value

Actuarial losses
Result from foreign subsidiary translation

Net comprehensive income (loss) for the year

Notes
2x and 20

2y and 20

2y and 20
2y and 20
2n,8 and 9
2z and 8

2x
15b

2aa

2tand 14

2p

15b
2uand 13

2aa

2cc

Years ended
December 31

2019 2018

$ 14,267,364 $ 10,569,275
(3,506,105) (2,387,731)
10,761,259 8,181,544
(1,811,861) (1,910,477)
(3,434,739) (3,309,283)
(1,773,706) (1,296,782)
(2,604,808) (1,836,374)
(55,049) (34,636)
(9,680,163) (8,387,552)
1,081,096 (206,008)
56,119 19,413
(869) 44
(284,170) (411,117)

(136,262) -
(54,156) (103,534)
100,094 176,499
(319,244) (318,695)
761,852 (524,703)
(99,303) 290,997
662,549 (233,706)

790,000 -
(3,717) 6,561
(2,155) (3,283)
3,041 45
787,169 3,323
$ 1,449,718 ($ 230,383)

The accompanying twenty-two notes are an integral part of these consolidated financial statements.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES
(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Contributions Retained earnings (losses)
for future Other
Capital Paid-in capital stock Legal Prior For the comprehen- Total
Notes stock capital increases reserve years year sive income equity
Balances as of
December 31, 2017 $2,336,991 $1,5639,398 $ - $ 183,368 ($1,651,316)  ($802,842) $ 925,782 $ 2,531,381
Adjustment to retained
losses from adoption of
IFRS 9 - - - - (23,192) - - (23,192)
Appropriation of prior
year net loss - - - - (802,842) 802,842 - -
Comprehensive loss for
the year 2cc - - - - - (233,706) 3,323 (230,383)
Balances as of
December 31, 2018 $2,336,991 $1,5639,398 $ - $ 183,368 ($2,477,350) ($233,706) $ 929,105 $ 2,277,806
Appropriation of prior
year net loss - - - - (233,706) 233,706 - -
Contributions for future 18a
capital stock increases - - 5,000,000 - - - - 5,000,000
Comprehensive income 2cc
for the year - - - - - 662,549 787,169 1,449,718
Balances as of
December 31, 2019 $2,336,991 $1,539,398 $5,000,000 $ 183,368 ($2,711,056) $ 662,549 $ 1,716,274  $ 8,727,524

The accompanying twenty-two notes are an integral part of these consolidated financial statements.
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TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A.de C.V.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Notes 1, 2 and 3)

Figures expressed in thousands of Mexican pesos

Operating activities:

Income (loss) before income tax provision
Items not requiring the use of resources:
Depreciation and amortization
Subscriber acquisition cost
Employee benefits
Items related to investing or financing activities:
Accrued interest income
Accrued interest expense and other financial transactions
Unrealized foreign exchange gain — Net

Resources (used in) generated by operating activities:
Customers and unearned revenue
Other receivables
Related parties, net
Recoverable taxes
Inventories
Prepaid expenses
Trade payables
Other payables
Paid income taxes
Cash flows generated by operating activities

Investing activities:

Acquisition of property, plant and equipment
Other assets

Collected interest

Cash flows (used in) investing activities

Financing activities:

Contributions for future capital stock increases
Loans received

Leasing cash flows

Fiduciary rights

Reverse factoring

Interest payment

Net cash flows generated by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Years ended
December 31

2019 2018
761,852 ($  524,703)
1,773,706 1,296,782
2,604,808 1,836,374
14,791 1,274
(55,250) (19,457)
420,432 411,117
- (530)
5,520,339 3,000,857
(1,084,017) (45,101)
(39,846) 2,536
(96,797) 25,511
(803,800) (214,788)
(306,210) (343,529)
93,863 (169,316)
(1,010,480) 1,838,013
285,509 (74,121)
(29,058) (24,013)
2,529,503 3,996,049
(7,896,255) (6,561,232)
(98,047) (3,841)
55,250 19,457
(7,939,052) (6,545,616)
5,000,000 -
3,024,648 2,125,592
1,150,647 -
(289,941) (123,150)
(1,605,129) 1,901,444
(1,690,476) (1,363,699)
5,589,749 2,540,187
180,200 (9,380)
47,012 56,392
$ 227,212 $ 47,012

The accompanying twenty-two notes are an integral part of these consolidated financial statements.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES
(Subsidiary of Corporacién RBS, S.A.de C.V.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

Figures expressed in thousands of Mexican pesos, except as otherwise noted.
Figures in U.S. dollars expressed in thousands

NOTE 1 - DESCRIPTION OF THE GROUP:

a. Entity:

Total Play Telecomunicaciones, S.A. de C.V. (“the Company”) was incorporated on May 10, 1989
under Mexican laws. The Company is a 99% direct subsidiary of Corporacion RBS, S.A. de C.V
(parent company at the last level of consolidation).

The head office of the Company is domiciled at Ave. San Jerénimo 252, Colonia La Otra Banda,
04519, Alcaldia Alvaro Obregoén, Mexico City, Mexico.

The Company has no employees and obtains personnel services from its subsidiaries.
b. Activity:
The main businesses activities of the Company and its subsidiaries are:

(i) to install, operate and exploit public telecommunication networks and/or cross-border
links, through concession rights granted, as the case may be, by the Mexican
Communications and Transportation Secretary (SCT by its acronym in Spanish);

(i) the sale, distribution, installation, lease and trading of telecommunication devices;

(iii) the operation of the concessions, authorizations or rights granted by the SCT;

(iv) to provide restricted television/audio services, internet access and fixed telephony
services.

The Company operation is regulated by the Federal Telecommunications Law (LFT for its Spanish
acronym) through the Federal Telecommunications Institute (IFT for its Spanish acronym)

The Company has been granted the following concessions or amendments to the concessions by
the Mexican Federal Government:

e October 16, 1995 - concession to operate in the national and international long-distance
segments, as well as to provide value added services (the Concession Title). See Note 22b

e December 19, 2005 - basic local telephony services on a national basis, through the
amendment of the Concession Title.

e November 6, 2009 — an authorization was added to provide restricted television/audio
services through an amendment to the Concession Title.



c. TP Group:

The Company is the controlling shareholder of the following entities, which are domiciled and
carry out their activities in Mexico (except lusatel USA):

% of direct or

indirect
interest
Date of .
Company incorporation 2019 2018 Activity
lusatel USA, Inc. (lusatel 2001 100% 100% Participant in the long-
USA) distance market in the United
States of America.
Tendai, S.A. de C.V. April 3, 2013 100% 100% No operations.
Total Box, S.A. de C.V. March 5, 2014 100% 100% Lease of decoders.
Gesalm Consultores, December 11, 2014 100% 100% Personnel services.
S.A.deC.V.
Gesalm Asesores, S.A. December 11, 2014 100% 100% Personnel services.
de C.V.
Gesalm Servicios, S.A. May 12, 2015 100% 100% Personnel services.
de C.V.

NOTE 2 - BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

a. Basis of preparation and presentation of the financial information

The accompanying consolidated financial statements were prepared under International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

IFRSs are comprised by the IFRS and by the International Accounting Standards (lIAS), their
Amendments and Interpretations to both IFRS and IAS (IFRIC and SIC, respectively).

The preparation of the consolidated financial statements in compliance with the adopted IFRSs
requires the use of certain critical accounting estimates. It also requires TP Group’s Management
to use their judgment when applying TP Group’s accounting policies. The areas in which
significant judgments and estimates have been made when preparing the consolidated financial
statements and their effect, are described in Note 2f.

The 2019 Company’s consolidated financial statements were approved by Mr. Alejandro Enrique
Rodriguez Sanchez (Chief Financial Officer, TP Group) and by Mr. Gildardo Lara Bayén
(Controlling Director, Grupo Salinas) on May 18, 2020. Said consolidated financial statements will
be subject to the Board of Directors’ and the Stockholders’ approval at their upcoming meetings.
The Stockholders can modify the financial statements after their issuance in accordance with the
Mexican General Corporate Law.

b. Consolidated financial statements

TP Group’s consolidated financial statements include the Company’s and all of its subsidiaries as
of December 31, 2019 and 2018 (see Note 1). The Company controls a subsidiary when it is
exposed to or has the right to variable returns derived from its involvement with the subsidiary and
has the ability of affecting those returns through its power over the subsidiary. All of the
Company’s subsidiaries present their financial information for consolidation purposes as of
December 31, 2019 and 2018, in compliance with TP Group’s policies.



All the operations and balances between the Company and its subsidiaries have been eliminated
in consolidation, including unrealized gains and losses in transactions between them. In those
cases, in which an unrealized loss arises from an intercompany sale of fixed asset, it is reversed
in consolidation, in order to test the related asset for impairment from a consolidated perspective.
The reported amounts in the Company’s subsidiaries have been adjusted when necessary in order
to assure the consistency with TP Group’s accounting policies.

The subsidiaries’ assets, liabilities and results are included or excluded in consolidation on the
date those subsidiaries were acquired and up to the approval date of the disposal plan.
Subsidiaries’ gains or losses and other items of their comprehensive income, are recognized
starting from the date of acquisition and up to the disposal date, as applicable, considering that
through the acquisition, control is obtained and it is lost at the time of the disposal.

Likewise, the subsidiaries’ financial statements were audited by independent auditors.

c. Functional currency

The consolidated financial statements are presented in Mexican pesos ($), the currency under
which the Company and its Mexican subsidiaries have to maintain their accounting records
pursuant to Mexican law. Said currency is also the Company’s reporting currency and functional
currency.

d. Changes in accounting policies from the adoption of new IFRS and Improvements to IFRS

Following are the standards and improvements which may have an effect in TP Group’s financial
information, in force as of the date of the accompanying consolidated financial statements. TP
Group evaluated the effect of these standards and improvements on its consolidated financial
statements as detailed in the subsections i and ii.

TP Group initially applied IFRS 16, Leases, starting from January 1, 2019. A few other standards
became effective since January 1, 2019, but do not have a significant effect on the financial
statements of TP Group.

I Change in the trademark registration mode/

Starting in year 2019, the Company decided to change the registration model of the TotalPlay
trademark (“the Trademark”) and change the measurement model in accordance with IAS 38,
Intangible Assets.

For the determination of fair value, the Company requested an independent and prestigious
firm such determination. The measurement followed the following guidelines and was
performed in accordance with IFRS 13 Fair Value Measurement:

e The revenue approach was applied, specifically the royalty method. The principle of
this method is that the value of the intangible asset is equal to the present value after
taxes of the royalties attributable to the ownership of the intangible asset.

o The cash flow projection represents the Management best estimate on the set of
economic conditions considered to prevail during the future of the business;

¢ It was considered that 87% of total revenue is attributable to the Trademark;

¢ The Trademark usage expectation was for an indefinite period (useful life);



e The royalty rate was 0.75, in accordance with a royalty universe related with the
business;

¢ The discount rate applied was 13.5% and reflects the risk associated with intangible
asset;

e To the present value on royalty savings attributable to the Trademark was added the
benefit of the tax amortization, considering the income tax rate of 30.0% in Mexico.

The result of the measurement gave a fair value of $930,000, thereby recognizing an increase
in non-current assets and equity for an amount of $790,000 at December 31, 2019.

it New standards, interpretations and modifications effective starting from January 1,
2019.

IAS 16, Leases.

IFRS 16, Leases, supersedes IAS 17, Leases, jointly with three Interpretations (IFRIC 4,
Determining whether an Arrangement Contains a Lease, SIC 15, Operating Leases -
Incentives and SIC 27, Evaluating the substance of transactions involving the legal form of
a Lease).

At the start of a contract, TP Group evaluates if the contract is, or contains, a lease. A
contractis, or contains, a lease if conveys the right to control the use of an identified asset
for a time period in exchange for a consideration. To evaluate if the contract entails the
right to control the use of an identified asset, the TP Group applies the definition of lease
included in IFRS 16.

Adoption of this new standard gives as a result that TP Group recognizes an asset for the
right-of-use and the corresponding lease liability in respect to all prior operating leases,
except for those identified as low value or involve a remaining lease term of less than 12
months starting from the date of initial application.

As lessee

At the start or at the time of an amendment to a contract involving the lease component, TP
Group allocates the consideration in the contract to each lease component on the basis of
its relative independent prices. However, in the case of property leases, the Group has
chosen not to separate the components which are not for lease and account for the lease
components and those not being leases as a single lease component.

Subsequently, the right-of-use asset is depreciated applying the linear method starting
from the starting date and up to the end of the lease term, unless the lease transfers
ownership of the underlying asset to TP Group at the end of the lease term or that the cost
of the right-of-use asset reflects that TP Group will exert the purchase option. In such a
case, the right-of-use asset shall be depreciated throughout the useful life of the underlying
asset, which is determine on the same basis as that of property and equipment. Moreover,
the right-of-use asset is periodically reduced for the value impairment loss, if any, and
adjusted for certain new measurements of the lease liability.

The lease liability is initially measured at the present value of lease payments outstanding
as of the starting date, discounting by applying the implicit interest rate in the lease or, if
such rate could not be easily determined, the incremental rate for loans by TP Group. In
general, TP Group uses its incremental rate on loans as discount rate.

(1)
F-44



Lease payments included in the lease liability measurement include the following:

fixed payments including payments fixed in essence;

variable lease payments, that depend on an index or rate, initially measured using the
index or rate at the start date;

amounts expected to be paid by lessee as guarantee of the residual value; and the
exercise price of a purchase option if TP Group is reasonably sure of exerting such
option, the lease payments in an optional renewable period if the Group has the
reasonable certainty of exerting the extension option and payments for penalizations
brought about by the early termination of the lease unless the Group has the reasonable
certainty of not terminating the lease early.

The lease liability is measured at amortized cost using the effective rate method. A new
measurement is performed when there is a change in the future lease payments as a
byproduct of a change in an index or rate, if there is a change in TP Group’s estimate of the
amount expected to be paid under a residual value guarantee, if TP Group changes its
evaluation as to whether it will exert, or not, a purchase option, extension or termination,
or if there is a payment for fixed lease in essence that has been modified.

For the adoption of the new standard the modified retrospective method has been applied.
The previous periods have not been restated.

For contracts valid on the date of initial application, TP Group has chosen to apply the
definition of lease of IAS 17 and IFRIC 4 and has not applied IFRS 16 to the agreements or
contracts not previously identified as lease in accordance with IAS 17 and IFRIC 4.

TP Group has chosen not to include initial direct costs in measuring the right-of-use asset
for those operating leases existing on the date of initial application of IFRS 16, which
corresponds to January 1, 2019. As of that date, TP Group has chosen to measure right-
of-use assets for an amount equal to the lease liability adjusted for any advance or accrued
payments that existed on the date of the of the transaction.

In the transition, for leases previously accounted for as operating with a remaining lease
term of less than 12 months and for leases of low value, TP Group has applies the optional
exemptions of not recognizing right-of-use assets but to register the lease expense in
straight-line during the remaining period.

For those leases previously classified as financial leases, the right-of-use asset and the
lease liability shall be measured on the date of initial application at the same amounts under
IAS 17, immediately prior to the date of initial application.

In the transition to IFRS 16, the weighted average incremental rate of the loans applied to
lease liabilities recognized under IFRS 16 was 11.2%.

TP Group has benefitted from the use of previous experience for determining the lease term
when considering the options to extend and consider terminated the lease contracts.

Other modifications, interpretations and improvements to existing standards, effective
from 2019 or subsequent years, which could be applicable to TP Group include the
following:



Annual improvements to IFRSs 2015-2017 cycle;

Prepayment features with negative compensation (Modifications to IFRS 9);
Long-term investments in associates and joint operations (Modifications IAS 28);
Plan modification, reduction or liquidation (Modifications to IAS 19);

IFRIC 23, Uncertainty over Income Tax Treatments.

These modifications, interpretations and improvements to existing standards do not mean
changes in accounting policies and do not have a significant impact on the consolidated
financial statements of TP Group.

Annual Improvements to IFRSs 2015-2017 cycle, published in June 2018, provide
modifications to certain current standards; the topics dealt with by such modifications are
as follows:

Standard Standard affected Nature of the amendment

IFRS 3 Business Combinations  An entity must measure at fair-value its previously held
interest in a joint operation when it obtains control of the
business.

IFRS 11 Joint Arrangements An entity must not remeasure at fair-value its previously

held interest in a joint operation when it obtains joint control
of the business.

IAS 12 Income Taxes Accounting treatment of the tax consequences from a
dividend distribution.
IAS 23 Borrowing Costs Any borrowing costs (interest) originally incurred for

developing a qualified asset, must be treated as a part of
the general borrowing costs, when substantially all the
necessary activities for preparing the asset for use or sale,
have been completed.

Likewise, a series of new standards are applicable to annual periods starting after January 1, 2019
and early application is allowed; however, new standards or their modifications have not been
early applied by TP Group in preparing these consolidated financial statements.

e.

iii.

New standards not yet effective nor have been early adopted by TP Group.

Other standards and modifications not yet effective nor yet early adopted by TP Group
include:

IFRS 17, /Insurance Contracts;

Business Definition (Modifications to IFRS 3);

Definition of Material (Modifications to IAS 1 and IAS 8);
Conceptual Framework for Presentation of Financial Information.

It is not expected these modifications would have a significant impact on financial
statements in the period of initial application and, therefore, no disclosure has been made.

Information by segment

Starting from year ended December 31, 2019, the Company has the obligation to report quarterly
information to the Institutional Stock Exchange (BIVA) and to the National Banking and Exchange
Commission (CNBV), in its capacity as Administrator of irrevocable Trust number CIB/3370 dated
January 30, 2020. (See Note 22a).



Thereby, the Company adopted IFRS 8, Operating Segments and condensed financial information
related to the business segments operated by TP Group, whose operating results are reviewed for
decision-making are presented in Note 21.

Each one of the operating segments are managed separately since each service line requires
different technologies and other resources, besides the different marketing approaches.

The measurement policies of TP Group used for reporting segments in accordance with IFRS 8 are
the same as those used for the financial statements.

f. Critical accounting estimates and judgments

The preparation of consolidated financial statements, in conformity with IFRS, requires TP Group’s
Management to make estimates and judgments that affect the assets and liabilities reported in the
consolidated financial statements. Actual results may differ from those having been estimated.
The consolidated financial statements were prepared at historical cost of acquisition base, and
where applicable, at fair value. The main estimates and judgments that have been identified are
the following:

(i) Inventory and receivables allowances. TP Group uses estimates to determine the
inventory and receivables impairment allowances. Some of the factors considered by
TP Group for calculating the inventory allowance are the installations volume and the
trends of demand of certain products. Some of the factors considered by TP Group in
order to determine the receivables’ impairment allowance are the client’s risk related
to its financial situation, unsecured accounts and the portfolio aging in accordance with
the credit conditions set (see Notes 4 and 6 for more detail).

(i) Property, plant and equipment. TP Group reviews the estimated useful life of property,
plant and equipment at the end of each annual period, to determine those assets’
depreciation, and useful lives are determined in accordance with technical studies
prepared by specialized internal staff but external specialists may also participate. The
uncertainty degree from to the useful lives’ estimates is related to the changes in the
market and the usage of the assets. Likewise, TP Group performs estimates of the
recovered equipment value when a user cancels the service.

(iii)  Capitalization of cost of loans. TP Group uses its judgment in order to determine: (1) the
qualifying assets in which the cost of loans will be capitalized; (2) the starting,
suspension and ending periods of the capitalization, (3) the foreign exchange losses that
may be capitalized.

(iv) Impairment of long-lived assets. When performing the asset impairment tests, TP Group
makes estimates on the value of use allocated to its property, plant and equipment,
trademarks, and to cash generating units (CGU), in the case of certain assets.
Calculations of the value of use require TP Group to determine the future cash flows that
should proceed from the CGUs and the adequate discount rate to calculate the present
value. TP Group uses the revenue cash flow projections using estimates of the market
conditions, prices, market share and volume of installations.

(v) Leases. At the time of registering its lease contracts under IFRS 16, Management has
had to use certain estimates in respect to: (1) the possible contract renewals; (2) the
discount rate to determine their present value; and (3) the applications of allowed
exceptions.



(vi) Employee benefits. Measurement of the liability for employee benefits is performed by
independent specialists based on actuarial calculations. Some of the assumptions that
may have an important impact, among other, are: (1) discount rates, (2) expected salary
increase rates, and (3) rotation and mortality rates based on recognized tables. A
change in the economic, labor or tax conditions could modify the estimates.

(vii) Deferred taxes. TP Group has tax loss carry forwards and certain temporary
differences, which are susceptible to be used in the following years. Based on projected
revenue and taxable profit TP Group is expected to generate in future years, TP Group’s
Management has considered that a portion of current tax loss carry forwards and
temporary differences will be used before their expiration date and, therefore, it was
considered appropriate to account a deferred tax asset from those tax losses and
temporary differences.

(viii) Contingencies. TP Group is subject to legal procedures on which the possibility of
materialization as a payment obligation is assessed, for which the legal situation as of
the date of the estimate and the opinion of TP Group’s legal advisors are considered.
Such assessments are periodically reviewed and in case that the payment obligation
becomes probable, the corresponding liability is accounted for.

(ix) Revenue from contracts with customers. In the process of applying TP Group’s
accounting policies, Management has performed the following judgments that have
had the most significant effects on the figures recognized in the financial statements:
(1) determination of performance obligations; (2) the timing in which a revenue must be
recognized based on the fulfillment of performance obligations; (3) the average time of
equipment installation; (4) cancellations percentage; and (5) registration of the
consideration as agent or principal.

9. Consolidated statement of comprehensive income (loss)

TP Group presents the consolidated comprehensive income (loss) in a single statement
denominated “Consolidated statement of comprehensive income (loss)”, which includes those
items comprising net loss and other comprehensive income (OCI).

The expenditures shown in TP Group’s consolidated statements of comprehensive income (loss)
are presented in a combined manner, since the grouping of costs and expenses allows knowing
the different levels of income (loss). Additionally, TP Group presents the operating profit (loss) in
its consolidated statements of comprehensive income (loss), since such presentation is a common
disclosure practice in the industry that TP Group operates in.

h. Consolidated statements of cash flows

Consolidated statements of cash flows have been prepared by using the indirect method which
consists in presenting firstly the income or loss before tax provisions and then the changes in
working capital, investment activities and lastly, financing activities.

i. Cash and cash equivalents

Cash and cash equivalents consist of petty cash funds, bank deposits and high-liquidity
investments which may be easily converted into cash and which are subject to a small risk of
changes in their value.



j- Financial instruments

Recognition, initial measurement and de-recognition
Financial assets and liabilities are recognized when TP Group is part of the contractual clauses of
a financial instrument.

Financial assets are de-recognized when the contractual rights to the cash flows of a financial
asset expire, or when the financial asset and all the substantial risks and rewards have been
transferred.

A financial liability is de-recognized when the obligation is extinguished, discharged, canceled or
due. Financial assets and financial liabilities are subsequently measured as described below.

An equity instrument like any contract that brings out a residual participationin Company’s assets,
after having deducted all of its liabilities, that is, in net assets.

Classification and initial measurement of financial assets

Except for accounts receivable from customers, which do not contain a significant financing
component and are measured at the price of the transaction in accordance with IFRS 15, all
financial assets are initially measured at fair value adjusted by the transaction costs (in case that
this applies).

Financial assets that are not designated, such as hedging instruments, are classified in the
following three categories for measurement purposes:

e Amortized cost.
¢ Fair value through profit or loss (FVTPL).
e Fair value through other comprehensive income (FVTOCI).

The abovementioned classification is determined by considering the following:

o The entity’s business model for the management of the financial asset.
¢ The contractual features of the financial assets cash flows.

All revenues and expenses related with financial assets are recognized in the income statement
and presented as part of financial income, financial expenses or other financial operations, except
for the impairment of accounts receivable from customers, which is presented under operating
expenses.

Subsequent measurement of financial assets

Financial assets at amortized cost
Financial assets are measured at their amortized cost if those assets meet the following conditions
(and are not FVTPL designated):

e They are kept into a business model with the objective of holding the financial
assets and to collect its contractual cash flows.

e The contractual terms of the financial assets lead to cash flows that are only
payments of principal and interest on the outstanding balance.

If the financial asset fair value at the initial recognition date differs from the price of the
transaction, the instrument is recognized by adjusting it and differing the difference between both
values. Afterwards the deferred difference is recognized in the income statement to the extent that
a change arises that implies a change in the financial instrument value.
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After the initial recognition, these assets are measured at their amortized cost by using the
effective interest rate method. The discount is omitted when the discount effect is immaterial. Cash
and cash equivalents, receivables from related parties, and most of other accounts receivable are
located under this financial instruments category.

Financial assets at fair value through profit and loss (FVTPL)

Financial assets held within a business model different to “holding for collection” or “held to collect
and to sell” are categorized at fair value with changes in results. Moreover, aside from the business
model, financial assets whose contractual cash flows are not only principal and interest payments
are recorded at FVTPL. All derivative financial instruments fall into this category, except those
designated and effective as hedge instruments, for which hedge accounting requirements are
applied (see below).

The assets qualifying in this category are measured at fair value with the gains or losses
recognized in results. Fair value of financial assets in this category are determined by reference
to transactions on an active market or using a valuation technique when an active market does not
exist.

Financial assets at fair value through other comprehensive income (FVOCI) TP Group accounts for
financial assets at FVOCI if said assets comply with the following conditions:

o They are held under a business model with a goal of "held to collect’ the associated
cash flows, and sell, and

o The financial assets contractual terms result in cash flows that are only principal
and interest payments of the outstanding amount.

Any gain or loss recorded in other comprehensive income (OCI) will be recycled when the related
asset is de-recognized.

For years ended December 31, 2019 and 2018, TP Group held financial assets measured at FVOCI
for $1,975 and $6,606, respectively.

Impairment of financial assets

The impairment requirements under IFRS 9 use more future information in order to recognize
expected credit losses and said requirements are comprised under the ‘expected credit loss (EPC)
model’. This replaces the ‘incurred loss model’ under IAS 39. The instruments under the scope of
the new requirements include loans and other financial assets of debt type measured at amortized
cost and at FVOCI, accounts receivable from clients, recognized assets from contracts with clients
measured under IFRS 15 and loan commitments and some financial guarantee contracts (for the
issuer) which are measured at FVTPL.

Recognition of credit losses no longer depends on TP Group identifying a credit loss event.
Instead, TP Group considers a wider range of information when assessing the credit risk and
measures the expected credit losses, including past events, current conditions, as well as
reasonable and backed up forecasts that affect the expected recovery of the instrument’s future
cash flows. When applying this approach, a distinction is made between:

¢ Financial instruments whose credit quality has not deteriorated significantly since
their initial recognition or with a low credit risk (‘Stage 1’), and

¢ Financial instruments whose credit quality has deteriorated significantly since their
initial recognition or whose credit risk is not low (‘Stage 2’).



The Stage 3 would consider financial assets with a strong evidence of impairment as of the
reporting date.

The ‘twelve month expected credit loss’ is recognized for the first category, while the ‘asset’s
lifetime expected credit loss’ is recognized for the second category.

The measurement of the expected credit loss is determined through a weighted estimate of the
default probability during the expected lifetime of the financial instrument.

Accounts receivable from clients and other receivables and assets from contracts with clients
TP Group uses a simplified approach to register accounts receivable from customers and other
receivables, as well as the assets of contracts with customers, and recognizes the impairment
allowance as the expected credit losses during the lifetime of the instrument. These are expected
deficits in contractual cash flows, considering the potential default at any time during the life of
the financial instrument. TP Group uses its historical experience, external indicators and
forecasted information to calculate the expected credit losses through a provision matrix. TP
Group assesses impairment of accounts receivable from customers on a collective basis, by
grouping the portfolio based on the number of days overdue, since the receivables groups share
similar credit risk characteristics.

Classification and subsequent measurement of financial liabilities
Financial liabilities of TP Group include financial debt, suppliers, related parties and other
accounts payable.

Financial liabilities are measured initially at fair value and, as applicable, are adjusted for
transaction costs, unless TP Group would have designated a financial liability at fair value with
changes in results.

Subsequently, financial liabilities are measured at amortized cost by using the effective interest
rate method, except for financial liabilities held for trading or that have been designated at fair
value through profit or loss, which are kept in the books at fair value with gains or losses
recognized in profit or loss (that are not derivative financial instruments designated and effective
as hedging instruments).

All the charges related with interest and, if applicable, any change in fair value of an instrument is
reported in income and are included under ‘interest expense’.

Derivative financial instruments and hedge accounting
As at December 31, 2019 and 2018, TP Group have financial instruments qualified as hedges.

Derivative financial instruments are accounted for at FVTPL, except for those derivatives
designated as hedging instruments in the cash flow hedge relationships, which require a specific
accounting treatment. In order to qualify for hedge accounting, the hedge relationship must
comply with all of the following:

e There is an economic relationship between the hedged item and the hedging
instrument,

o The effect of the credit risk does not dominate the changes of value resulting from
said economic relationship, and



e The hedge index in the hedge relationships is the same as the resulting from
dividing the amount of the hedged item that the entity is really hedging by the
amount of the hedging instrument that the entity really uses to hedge said amount
of the hedged item.

All the derivative instruments used in the hedge accounting are initially recognized at fair value
and subsequently reported at fair value in the statement of financial position. As long as the hedge
is effective, changes in fair value of the derivatives designated as hedges in the cash flow hedging
operations are recognized under other comprehensive income and included in other equity
components.

Any ineffectiveness in the hedging relationship is immediately recognized in results. At the time
that the hedged item affects the results, any gain or loss previously recorded in OCl is reclassified
from equity to results and presented as a reclassification within OCI. However, if a non-financial
asset or liability is recognized as a result of the hedged transaction, gains or losses previously
recognized in OCI are included in the initial measurement of the hedged item.

If a forecasted transaction is not expected to occur, any gain or loss recognized in the OCl is
immediately transferred to profit and loss. If the hedge relationship ceases to comply with the
effectivity conditions, the hedge accounting is discontinued, and the related gain or loss is kept in
the equity accounts until the forecasted transaction occurs.

Classification and measurement of equity instruments

In accordance with ISA 32, the issuer of a financial instrument shall classify it in its entirety or in
each of its component parts, at the time of initial recognition, as an equity instrument, in
accordance with the economic essence of the contractual agreement and with the definitions of
financial liability, financial asset and equity instrument.

An instrument shall be of equity if, and only if, it complies with the following:

a. The instrument does not incorporate the contractual obligation of: (i) deliver cash or other
financial asset to another entity; or (ii) exchange financial assets or liabilities with another entity
under terms potentially unfavorable to the issuer.

b. If the instrument will or may be liquidated with the equity instruments owned by the issuer, it is
(i) a non derivative instrument; or (ii) a derivative that will be liquidated only by the issuer through
the exchange of a fixed amount in cash or other financial asset for a fixed amount of equity
instruments of its own.

k. Accounts receivable from customers and other receivables

i. Accounts receivable from customers

Accounts receivable from customers represent the collection rights stemming from sale of
telecommunication services provided in the normal course of the operations of TP Group. These
assets are initially valued at the fair value of the agreed upon consideration; subsequently, they
are adjusted for the estimated changes in the fair value at which they will be recovered, as a result
of the accorded deductions and the recoverability estimates. When it is expected to collect them
within a one-year period or less from the date of closing (or in the normal cycle of operations of the
business in case the cycle exceeds this period), they are presented as current assets. In the event
on non-compliance with the foregoing, they are presented as non-current assets.



The increases and reductions of the estimates of recoverability are determined based on
measurement studies and applied to income when determined and presented as part of the cost
in the consolidated statement of comprehensive income (loss).

The allowance for doubtful accounts represents the probable loss inherent to all accounts
receivable due to the historic trends of accounts receivable.

Those accounts in foreign currency are measured at the exchange rate prevailing at the end of the
accounting period.

ii. Other receivables

The other receivables refer mainly to advances for expenses, recoverable taxes and sundry
debtors. Assets under this category are presented as current assets, except if they are expected
to be recovered in a lapse higher than twelve months from the date of report, in which case they
are classified as non-current assets.

. Inventories

Inventories are accounted for at their acquisition cost and are measured by using the weighted-
average cost method, without exceeding their net realizable value. The inventory obsolescence is
assessed on a periodical basis and in case it arises, a charge is accounted for in the statement of
comprehensive income (loss).

m. Advance payments

Prepaid expenses represent benefits for which the risks inherent in the assets to be acquired or
the services to be received are not yet transferred to TP Group.

n. Property, plant and equipment

TP Group’s Management decided to change the recording to the revaluation model for the fiber
optic and decoders, since itis considered it reflects their value in a better way, and consequently,
as of December 31, 2017 those items are shown at their fair value, as determined by independent
appraisers.

The average annual depreciation rates used by TP Group for years 2019 and 2018 are the
following:

2019 2018

(%) (%)
Communications equipment 10.0 10.0
Fiber optic 4.0 4.0
Decoders 12.5 12.5
Installation expenses 20.0 20.0
Computers 33.0 33.0
Vehicles 25.0 25.0
Constructions 5.0 5.0
Furniture and fixtures 10.0 10.0



o. Borrowing costs

Costs from borrowings directly attributable to the acquisition, construction or production of a
qualifying asset are capitalized during the time period necessary to complete and prepare the
asset to its intended use or sale. Other borrowing costs are charged to income when accrued and
are reported under caption “interest expense” (see Notes 8 and 11). For the years ended
December 31, 2019 and 2018, TP Group capitalized borrowing costs which amounted to
$1,307,867 and $1,022,724, respectively.

p. Intangible assets

Trademarks
Trademarks represent the acquired rights to exploit certain intellectual property (names, logos,
etc.).

During year ended December 31, 2019, the Company adopted the revaluation method for the
Trademark, in accordance with the description in Note 2d(i), generating an increase in non-
current assets and equity for $790,000.

Concessions

Those costs related to the acquisition of concessions rights from the Mexican government to
provide long-distance services and the lease of links through a public telephony network have
been capitalized and are included under caption “Trademarks and other assets”. Such costs are
amortized by using the straight-line method during the initial term of each concession. The
Mexican government requires TP Group to comply with certain specific provisions stated in each
concession title. As at December 31, 2019 and 2018, TP Group has fulfilled all of those
requirements.

q. Long-lived assets assessment

TP Group periodically assesses the recoverability of its tangible and intangible long-lived assets,
to identify the existence of circumstances indicating that their carrying values exceed their value
of use.

In order to perform the impairment tests, assets are grouped to the lowest level for which there is
an adequate independent cash inflow (cash generating units or CGU). As a result, assets are
individually tested for impairment and some are tested at a CGU level.

Those CGUs to which goodwill, intangible assets with indefinite life and intangible assets not
available for use are tested for impairment at least once a year. The rest of the individual assets or
CGUs are tested for impairment if any event or changes in the circumstances indicate that the
carrying amount may not be recovered.

An impairment loss is accounted for in the amount for which the assets’ carrying amount exceeds
its recovery value, which in turn corresponds to the higher amount between fair value less selling
expenses and the value of use. To determine the value of use, Management estimates the expected
future cash flows of each CGU and determines a discount rate to calculate the present value of
such cash flows. Data used when performing the impairment test are directly linked to TP Group’s
most recent authorized budget, adjusted when necessary to exclude the effects of future
reorganizations and asset improvements. Discount factors are individually determined for each
CGU and reflect their respective risk profiles as assessed by Management.

21

F-54



CGU impairment losses reduce first the carrying amount of any goodwill assigned to the related
CGU. The remaining impairment loss is split pro rata between the long-lived assets of the CGU.
Except goodwill, all the assets are subsequently assessed in order to confirm that any impairment
loss previously recognized no longer exists. An impairment charge may be reverted if the CGU
recoverable value exceeds carrying amount.

Impairment test

For the impairment annual test, working capital assets, fixed assets, concessions and other
intangibles were considered as a single CGU, considering that TP Group has its own assets to
operate independently as an going concern and generates economic cash flows and its own
financial information, which allows its analysis individually.

The technique used in order to determine the recoverable value is the fair value less the disposal
costs.

As at December 31, 2019 and 2018, TP Group does not present impairment in its assets with
indefinite and definite lives.

r. Leased assets

Accounting policy applied starting from January 1, 2019.
See Note 2d(i).

Policy applied until December 31, 2018.

Capital leases

The economic property of the leased asset is transferred to the lessee if the latter assumes
substantially all the risks and rewards related to the property of the leased asset. The
corresponding asset is recognized in the statement of financial position as an asset and a liability
for the same amount, which is the lower between the fair value of the leased asset and lease
payments at present value. Payments are distributed in two parts: the financial cost and the
reduction of the debt. Said financial cost will be distributed in the period of the lease in a manner
that a constant interest rate for each period on the outstanding debt.

Operating leases

Payments for an operating lease are accounted for as expenses based on the straight-line method
through the lease term. Associated costs such as maintenance and insurance are charged to
income as incurred.

S. Financial debt

Financial debt is initially accounted for fair value net of any operating expense directly attributable
to the issue of the instrument. Liabilities that accrue interest are subsequently valued at amortized
cost, by using the effective interest rate method, which ensures that any interest expense during
the period through completion of the payments resulting in a constant rate on the outstanding
liability in the statement of financial position. Interest expense includes initial transaction costs
and premiums paid at the time of amortization, as well as any interest or coupon payable while the
liability remains outstanding.

t. Income taxes

IAS 12 "Income taxes" states that the tax incurred should be determined based on the tax rules in
force and it is recorded in profit or loss of the period to which it is attributable. The effects of
deferred taxes consist in applying the applicable tax rate to those temporary differences between
the assets and liabilities carrying amounts and their tax values which are expected to materialize
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in the future, related to: (i) deductible and taxable temporary differences, (ii) the amounts of tax
loss carry forwards, and (iii) unused tax credits.

A deferred income tax asset is only recognized if it is probable that there will be future taxable
income to be offset against to. The deferred income tax liability derived from investments in
subsidiaries and associates is recognized, except when the reversal of the related temporary
differences can be controlled by TP Group and is probable that the temporary difference will not
be reverted in the foreseeable future.

Assets and liabilities from deferred taxes are only offset when TP Group has the right and intention
to offset the assets and liabilities from taxes of the same tax authority.

Deferred income tax assets are accounted for as long as it is probable that they may be used
against future taxable income. This is determined based on projections of TP Group of the future
operating results, adjusted by significant items which are reconciled with the tax result and by the
limits of use of tax losses or other unused tax credits. Liabilities from deferred taxes are entirely
always accounted for.

The current tax for the year is determined in accordance with the tax rules in force.

The effect of changes in tax rates on the deferred taxes is accounted for in profit or loss of the
period in which such changes are approved.

u. Employee benefits

Liabilities from benefits granted to the employees of TP Group are determined as follows:

(i) Short-term benefits to employees are accounted for as expenses in profit or loss of
the period and their liabilities are expressed at their face value.

(i) Retirement benefits under the defined benefits scheme require actuarial
assumptions in order to measure the acquired obligations and the expense
corresponding to each period, and it is also possible to obtain actuarial gains or
losses. They are measured by applying the projected credit unit method,
considering the present value of the obligation at the date of the consolidated
statement of financial position.

(iii) The interest rate used to discount post-employment benefits must be determined
by using as reference the market rate of high-quality corporate bonds in absolute
terms in a deep market or, that failing, by using as reference the market rate of
government-issued bonds.

V. Provisions, contingent liabilities and contingent assets

Provisions are accounted for when present obligations, resulting from a past event, probably will
lead to a cash outflow of TP Group and the amounts can be estimated with some reliability. The
time or the amount of such outflow can be yet uncertain. A present obligation rises from the
presence of some legal or constructive commitment resulting from past events, e.g.: product
warranties granted, legal controversies or onerous contracts.

Restructuring provisions are only accounted for if a restructuring formal plan has been developed
or implemented and, management has announced, at least, the main characteristics of the plan to
the those affected persons or has begun the plan implementation. No future operating losses are
recognized.



Provisions are measured by the estimated required expense to settle the present obligation, in
light of the most reliable available evidence as of the date of the report, including the risks —and
uncertainties associated to the current obligation. When there are a number of similar obligations,
the possibility that an expense is required for settling them is determined by considering them as
a whole. Provisions are discounted at their present value in cases in which the value of the money
in time is material.

Any reimbursement that TP Group considers that is going to be collected from a third party in
relation with an obligation, is considered as a separate asset. However, such assets will not
exceed the amount of the related provision.

In cases where it is considered a small probable or remote outflow of economic resources as a
result of the current obligations, no liability is recognized unless a business combination is on
course. In a business combination, contingent liabilities are recognized as of the acquisition date
if a present obligation arises from past events and fair value can be reliably measured, even if the
resources outflow is not probable. Subsequently, they are measured considering the higher
amount between a comparable provision as previously described and the recognized amount as
of the acquisition date, less any amortization.

w. Equity
Capital stock represents the face value of outstanding shares.

Paid-in capital includes any premium received from a capital stock issue. Any transaction cost is
reduced from the paid-in capital, net from any related income tax benefit.

Retained earnings include all current and prior years’ earnings, decreased by losses and transfers
to other equity accounts.

All transactions with the controlling entity’s stockholders are accounted separately in equity.
Dividend distributions payable to the stockholders are charged against retained earnings and are
included in “other payables” when dividends have been declared but remain unpaid as of the date
of the report. As at December 31, 2019 and 2018, no dividends have been declared.

Under caption “other comprehensive income” are recorded all the changes in equity which do not
represent contributions by or distributions to the stockholders and that are part of comprehensive

income (loss).

X. Revenue Recognition for contracts with clients and other income

Revenue from telecommunication services derive from the contracts executed between TP Group
and clients.

In certain cases, TP Group incurs in a number of incremental costs in order to obtain said
contracts, e.g.: commissions paid to the sales force or third-party agents. When the period of the
contract exceeds one year, those costs are capitalized, otherwise the IFRS 15 practical approach
is applied and expensed as incurred.

For revenue recognition purposes, TP Group follows a five-step process:
(i) ldentify the contract(s) with the customer;
(ii) Identify the performance obligations in the contract;
(iii) Determine the transaction price;
(iv) Allocate the transaction price to the performance obligations;
(v) Recognize revenue when (or as) each performance obligation is satisfied.



TP Group recognizes the contract liabilities when a payment is received before the performance
obligation is satisfied and those amounts are presented as ‘Contract liabilities’ in the statement of
financial position. Similarly, if TP Group satisfies a performance obligation before payment is
received, it is recognized either a contract asset or an account receivable in the consolidated
statement of financial position, depending on whether something else than just the passage of time
is required before payment is enforceable

Revenue recognition is based on information generated by the billing systems, which include
individual data such as the type of packageltype of service rendered, billing fees, and other
conditions agreed with the clients.

Revenue is recognized as follows:

e Restricted television and audio service, internet access and fixed telephony service - the
related revenue is recognized when the service has been provided based on contracts with
the subscribers.

¢ Dedicated links leasing — revenue is recognized when the service has been provided to the
lessee based on the leased capacity.

e Interconnection of calls and long-distance service - these services are billed to other
operators after both services were terminated in TP Group’s network and are recognized
when the service has been provided. Interconnection rates are regulated by the Mexican
Federal Telecommunications Institute (IFT by its acronym in Spanish).

Double and triple play revenues.

Double and triple play contracts offered to clients are basically bundles of internet access, fixed
telephony and pay television services, which can be adjusted to the needs and taste of the
subscriber; said contracts are comprised by a number of packages that range depending on:
megabits offered, number of T.V. channels, number of TVs connected and number of telephone
lines.

Reconnection fees.
Reconnection fees arise when the subscriber does not pay on time and wants to regain the service;
these fees are stipulated in the related contract.

Internet access revenues.

Internet agreements rule the provision of symmetric or asymmetric internet access through fiber
optic; symmetric internet is when the download and upload speeds are the same and the
asymmetric internet is when there is a gap between the download and upload speeds.

Dedicated internet access is a fixed-bandwidth connection between two points which is available
24/7; its download and upload capacities are the same and are assigned to a single client.

The provision of internet access symmetric or asymmetric, the installation fees and the cession of
the equipment for the provided television service, are all considered a single performance
obligation since the service to be provided depends entirely on the installation of the equipment in
the place designated by the client, since such equipment runs exclusively on hardware and
software of TP Group.

Business-oriented services.
Dedicated internet access is a fixed-bandwidth connection between two points which is available
24/7; its download and upload capacities are the same and are assigned to a single client.



LAN to LAN agreements set the conditions for the service that makes it possible for customers to
create a logical Local Area Network (LAN) structure between geographically separate sites,
based in an Internet Protocol (IP). This allows the client to have absolute control and security of
the information.

An IP network agreement is a communication network that uses IP to send and receive data
packets between one or more computers. Multiprotocol Label Switching (MPLS) is a routing
technique in telecommunication networks, it may be used to route different kinds of traffic,
including voice traffic and IP packages.

A cloud services agreement refers to Internet services provision where the client can store
information as e-mail, files, etc., and can remotely access it from any site.

Interconnection and long distance revenue
The interconnection service consists in the physical and functional connection between the
networks of different telecommunications carriers, in order to allow their users to communicate
with each other or to access other services.

Long distance services stem from the connection of a telephonic line located in Mexico and
another one in a foreign jurisdiction. Applicable tariffs are dependent on the contract with the
customer and location of the recipient of the phone call.

Advertising Services.

Advertising service consists mainly in agreements through which TP Group is obligated to transmit
certain advertising material of its clients in different media (movie theaters, pay T.V. channels,
newspapers, etc.) in exchange of advertising of TP Group transmitted through the client’s own
infrastructure.

Interest Revenue.
Interest revenue is accounted for considering the effective interest rate applicable to principal
pending amortization during the corresponding accrual period.

Liability for contracts with clients.

Revenue already collected for services not yet provided to the customer is deferred until such
services are provided. As at December 31, 2019 and 2018, unearned revenue amounted to
$195,126 and $365,252, respectively, and are presented in the statement of financial position
under the caption “unearned revenue”.

Revenue is integrated as shown in Note 20.

y. Costs and expenses

Costs (with the exception of the subscribers acquisition cost) and operating expenses are
recognized as accrued, immediately under the assumption of disbursements which will not
generate future economic benefits or when they do not fulfill the necessary requirements to
register them accounting-wise as an asset.

Costs and expenses are comprised as shown in Note 20.

z. Subscriber acquisition cost

This item represents the disbursements necessary to install the restricted television or audio
service, as well as the dedicated links in order to start providing services to customers and is
mainly comprised by the following costs: (i) fiber optic, (ii) installation materials (external plant),
(iii) set-top boxes, and (iv) labor cost of the installation.
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At the time of the installation such disbursements are capitalized and subsequently amortized
during the expected service life-spam of the subscriber (five years). If service is cancelled, the
unamortized portion less the amount of the recovered equipment is charged to profit or loss of the
period.

aa. Foreign currency transactions

i Balances and transactions in foreign currencies. Transactions in foreign currency are
accounted for by using the exchange rates prevailing at the date of the transaction.
Assets and liabilities denominated in foreign currencies are translated into Mexican
pesos by using the exchange rates prevailing at the date of realization or valuation at the
date of the consolidated statement of financial position; differences arising are
recognized in the consolidated statement of comprehensive income (loss) as foreign
exchange gains or losses. Non-monetary captions are not translated at the closing
exchange rate of the period and are measured at historical cost (converted using the
exchange rates at the date of the operation), except for non-monetary captions measured
at fair value which are converted applying the rates of exchange at the date in which fair
value was determined.

ii. Foreign operations. In the financial statements of TP Group, all assets, liabilities and
operations of lusatel USA, Inc. carried out with a functional currency different to the
Mexican peso (presentation currency of the Group) are converted to pesos at the time of
consolidation. The functional currency of lusatel USA, Inc. remained without changes
during the reporting period. At the time of consolidation, assets and liabilities have been
converted to pesos at the closing exchange rate at the date of the report. Revenue and
expenses have been converted to the currency of presentation of TP Group at an average
rate of exchange during the period of the report. Foreign exchange differences are
charged/credited to other items of comprehensive income and are recognized as effect
from conversion within other equity accounts. At the time of disposing of a foreign
operation, the conversion effects recognized in equity are reclassified and recognized
as part of the gain or loss in the disposal.

Note 16 shows the foreign exchange position, as well as the exchange rates used in the translation
of those balances.

bb. Fair value calculation

TP Group determines the fair value of certain financial instruments, such as derivatives and some
components of property, plant and equipment as of the date of reporting the financial statements.
The detail of the fair value of financial instruments and of some components of non-financial assets
is included in the following notes:

e Critical accounting estimates and judgments — Note 2f
e Property, plant and equipment - Note 8
¢ Financial instruments (including those accounted for at amortized cost) - Note 15
Fair value is the price that would be received when selling an asset or paid to transfer a liability in

an orderly transaction between market participants at the transaction date. Fair value
measurement assumes a transaction to sell an asset or to transfer a liability takes place:



¢ Inthe principal market for the asset or liability; or

¢ In the absence of a principal market, in the most advantageous market for the asset or
liability.

Fair value measurement of an asset or liability is determined by using those inputs that a market
participant would use at the time of making an offer for the asset or liability, assuming that those
participants act in their own economic interest.

Fair value calculation of a non-financial asset takes into account the ability of the market
participants to generate economic benefits derived from the asset’s best and greater use or
through the sale to other market participant that could make the best and greater use of the asset.

TP Group uses measurement techniques appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs.

All the assets and liabilities, for which measurement or disclosures of their fair value are made,
are categorized into the fair value hierarchy described below, based on the lowest level input that
is significant to the entire measurement:

e Level 1- Quoted market prices (unadjusted) in active markets for identical assets or
liabilities.

e Level 2- Inputs other tan quoted market prices included in Level 1 that are observable,
either directly or indirectly.

e Level 3- Unobservable inputs for the asset or liability.

For those assets and liabilities recurrently measured in consolidated financial statements at their
fair value. TP Group determines if transfers between levels have been deemed to have occurred
through a review of their categorization at the end of the reporting date (based on the lowest
significant input for the fair value measurement).

For the measurement of significant assets and liabilities, such as property, plant and equipment,
assets held for sale and contingent considerations, independent experts are hired. Criteria for the
selection of independent experts considers their market knowledge, reputation, Independence
and professional due care.

cc. Comprehensive income (loss)

Comprehensive income (loss) includes TP Group’s net income and any other effect which, due to
specific accounting standards, is accounted for in “other comprehensive results” and which does
not represent an increase, decrease or distribution of capital stock.

Comprehensive income (loss) caption included in the consolidated statement of changes in equity
is the result of TP Group’s performance during the year.



dd. Earnings (loss) per share

Basic earnings (loss) per ordinary share is determined dividing earnings (loss) by the weighted
average of outstanding ordinary shares during the year. The diluted earnings (loss) per share is
determined by adjusting net earnings (loss) and ordinary shares, under the assumption that
commitments of the entity will be performed to issue or exchange its own shares. Basic earnings
(loss) is equal to the diluted earnings (loss) since no transactions exist that could potentially dilute

the earnings (loss).

The earnings (loss) per share were determined dividing income (loss) for the period by the

weighted average of outstanding shares, as shown below.

2019 2018
Numerator:
Net income (loss) $ 662,549 ($ 233,706)
Denominator:
Weighted avg. of shares — basic 20,661,275 20,661,275
Dilutive effect of unpaid shares 464,947 464,947
Dilutive effect of contributions for future capital
stock increases 33,930,379 -
Weighted avg. of shares — diluted 55,056,601 21,126,222
Basic earnings (loss) per share $ 0.03 ($ 0.01)
Diluted earnings (loss) per share $ 0.01 ($ 0.01)
NOTE 3 - CASH AND CASH EQUIVALENTS:
Cash and cash equivalents are integrated as follows:
December 31
2019 2018
Petty cash funds $ 977 $ 594
Checking accounts 47,369 44,555
Short-term investments 178,866 1,863
Total cash and cash equivalents $ 227,212 $ 47,012
NOTE 4 - ACCOUNTS RECEIVABLE FROM CUSTOMERS:
a. Accounts receivable are integrated in the following manner:
December 31
2019 2018
Restricted television and audio subscribers $ 2,339,497 $ 1,496,202
Telecommunications operators 32,030 8,714
Other 45,222 949
Gross balance 2,416,749 1,505,865
Expected credit loss reserve (260,808) (263,815)
Total accounts receivable from customers —net  $ 2,155,941 $ 1,242,050




b.

Receivables gross balance ageing:

December 31

2019 2018
Up to 30 days $ 999,755 $ 830,621
From 31 to 60 days 132,570 194,903
From 61 to 90 days 62,592 101,306
From 91 to 120 days 222,582 45,023
More than 121 days 999,250 334,012
Gross balance $ 2,416,749 $ 1,505,865

Movements of the expected credit loss reserve:

Years ended
December 31,

2019 2018
Beginning balance $ 263,815 $ 230,292
Increases 244,750 271,713
Write-offs (247,757) (238,190)
Ending balance $ 260,808 $ 263,815

Portfolio securitization. On May 25, 2017 an “irrevocable administrative and source of
payment master trust agreement”was entered into, identified with number 1136 (F/1136 or
Master Trust) and created under Mexican laws, between the Company, Total Box, S.A. de
C.V. (Total Box) as Trustors), the Company as Administrator and Banco Azteca, S.A.,
Fiduciary Division, as Trustee of the Master Trust (Fiduciary). The Master Trust was
amended and fully redrafted on November 8, 2019.

The main purposes of the Master Trust are the following: (i) receive the contribution of
Collection Rights of the Company and Total Box, and receive and administer the resources
resulting from the collection; (ii) assign the Collection Rights to each “Securities Portfolio”
in accordance with the allocation criteria (iii) assign the “Free Rights” to the “Individual
Funds” created for carrying out new issues, as instructed by the Technical Committee; (iv)
transfer “Collection Rights” to other trusts and/or vehicles, previous authorization by the
Technical Committee to, among other purposes, carry out financing operations by means
of securitizations (public or private); and (v) as the case may be, and with previous
authorizations, carry out one or more Securities issues.

The equity of the Master Trust is comprised by the following assets: (i) Collection Rights;
(ii) amounts received by the Fiduciary as a consequence of the payment of the Collection
Rights; (iii) liquid amounts and cash received by the Fiduciary of the Master Trust as a
consequence of the payment or exertion of Collection Rights or as a consequence of issues
carried out; (iv) cash available in the accounts of the Master Trust, or, resulting from the
Collection Rights; (v) interests and returns of cash or resulting from the Collection Rights;
(vi) securities acquired by the Fiduciary for investing cash; (vii) any fixed asset, tangible or
intangible, or rights affecting the equity of the Master Trust for the latter’s purposes. The
assets representing the net equity contributed to the Master Trust are registered as
“fiduciary rights” in the statement of financial position.



As part of its activities, the Master Trust has granted loans to TP Group as shown in Note

1.

In like manner, at December 31, 2019 and 2018, Collection Rights contributed by TP Group

to the Master Trust amounted to $14,794,138 and $10,513,836, respectively.

NOTE 5 - RELATED PARTIES:

a. Balances:

Accounts receivable and payable to related parties are shown below:

Accounts receivable:
Grupo Elektra, S.A. de C.V. and subsidiaries (GEKT)
Others

Total accounts receivable from related parties

Accounts payable:
Totalsec, S.A. de C.V. (Totalsec)

Procesos BOFF, S. de R.L. de C.V. (BOFF)

TV Azteca, S.A.B. de C.V. and subsidiaries (TVA)
UPAX GS, S.A. de C.V. (UPAX)

Selabe Disenos, S.A. de C.V. (Selabe)

Servicios de Asesoria en Medios de Comunicacion GS,
S.A.de C.V.

Adamantium Private Security Services, S. de R.L. de
C.V. (Adamantium)

Grupo Elektra, S.A.B. de C.V. and subsidiaries (GEKT)
Others

Total accounts payable to related parties

b. Transactions:

December 31

2019 2018
$ 101,085 $ -
330 -
$ 101,415 $ -
$ 91,198 $
62,005
60,250 27,137
30,887 63,554
23,208 14,345
19,862 -
15,677 16,342
4,394 2,510
- 53,566
168 1,567
$ 245,644 $ 241,026

Additionally, the following operations with related parties have been included in the consolidated

statement of comprehensive income (loss):

Revenues

Costs

Operating expenses
Interest expense

Fixed assets acquisitions
Unearned revenues

Years ended
December 31
2019

388,764 $
70,588
514,001
87,048
161,559
4,197

2018

88,249
39,338
216,892
30,727
136,033
335,759
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Transactions with Grupo Salinas companies

TP Group provides fixed telephony services, internet and link rent to GEKT and TVA.
In turn, services received by TP Group from the Grupo Salinas’ companies are:

GEKT - leasing and administrative services.

TVA - advertising and leasing.

Adamantium - surveillance and security.

BOFF, S. de R.L. de C.V. —administrative services.

Totalsec - information security services.

UPAX - marketing, polls, market research, among other services.
Selabe - administrative services.

NOTE 6 - INVENTORIES:

a. Inventories were comprised as follows:
December 31
2019 2018
Set-top boxes $ 694,292 $ 601,795
Installation materials warehouse 605,921 366,444
Set-top boxes under capital leases - 13,697
Gross balance 1,300,213 981,936
Obsolescence allowance (39,729) (27,662)
Total inventories — net $ 1,260,484 $ 954,274
b. The movements of the obsolescence allowance were as follows:
December 31,
2019 2018
Beginning balance $ 27,662 $ 15,808
Increases 12,067 11,995
Write-offs - (141)
Ending balance $ 39,729 $ 27,662




NOTE 7 - ADVANCE PAYMENTS:

This item was integrated as follows:

December 31

2019 2018
Prepaid maintenance $ 33,246 $ 60,094
Guaranty deposits 31,606 22,294
Prepaid insurance 23,585 10,191
Fees paid in advance 17,625 -
Prepaid advertising 14,538 34,557
Telephony services 10,873 13,852
Monitoring services 10,225 32,074
Prepaid rents 1,165 9,458
Prepaid interest - 28,177
Other - 26,029
Total prepaid expenses $ 142,863 $ 236,726
NOTE 8 - PROPERTY, PLANT AND EQUIPMENT - NET:
a. At December 31, property, plant and equipment — net, consisted of the following:
December 31
2019 2018
Fiber optic 9,413,124 $ 6,957,172
Installation expenses 6,662,692 4,239,635
Telecommunications equipment 6,121,211 5,831,931
Decoders 4,916,415 4,766,274
Software licenses 1,550,080 1,234,459
Machinery and laboratory equipment 814,755 708,433
Computers 701,496 710,403
Vehicles 222,411 244,282
Leasehold improvements 157,968 136,867
Furniture and fixtures 127,251 113,888
Gross depreciable balance 30,687,403 24,943,344
Accumulated depreciation (8,545,519) (7,017,346)
Net depreciable balance 22,141,884 17,925,998
Land 6,408 6,633
Projects in-progress 456,529 365,997
Total property, plant and equipment, net 22,604,821 $ 18,298,628

TP Group has guaranteed the tax credit mentioned in Note 17b with certain of these assets

amounting up to $645,764.

The carrying value of property, plant and equipment are subject to an annual impairment test (Note

2q).



b. The reconciliation of balances for the years ended December 31, 2019 and 2018 is as
follows:

2019 2018
Beginning balance $ 18,298,628 $ 13,847,828
Purchases, net of disposals 7,896,255 6,561,232
Transfer of rights-of-use (adoption of IAS 16) (1,107,136) -
Capitalized borrowing costs 1,307,867 1,022,724
Depreciation and acquisition cost of
subscribers (3,790,793) (3,133,156)
Ending balance $ 22,604,821 $ 18,298,628
c. Depreciation expense is integrated as follows:
Years Ended
December 31
2019 2018
Depreciation and amortization $ 1,773,706 $ 1,296,782
Subscribers acquisition cost 2,604,808 1,836,374
$ 4,378,514 $ 3,133,156

NOTE 9 — LEASES (RIGHTS-OF-USE AND LEASE LIABILITIES)

a. As a result of the adoption of IFRS 16, as at December 31, 2019 the rights-of-use were
comprised as follows:

December 31

2019 2018
Decoding equipment $ 2,323,339 $ -
Property 1,585,790 -
Communication equipment 474,537 -
Furniture and fixtures 170,674 -
Leasehold improvements 165,681 -
Vehicles 109,072 -
Computers 79,696 -
Machinery and equipment 35,292 -
Other 97,495 -
Gross balance 5,041,576 -
Accumulated depreciation (1,421,123) -
Net balance $ 3,620,453 $ -




b. The reconciliation of the balance is the following:

Beginning balances

Transfer of property, plant and equipment
(adoption of IFRS 16)

Remeasurement by adoption of IFRS 16
Depreciation for the year

Years ended
December 31

Ending balances

2019 2018
$ - $ -
3,101,038 -
1,107,136 -
(587,721) -
$ 3,620,453 $ -

c. The disbursements related to lease under IFRS 16 were the following:

Years ended
December 31

2019 2018
Depreciation $ 587,721 $ -
Accrued interest expense 136,262 -
Charges registered directly in costs or expenses 605,105 -
Ending balances $ 1,329,088 $ -
Charges directly recorded in results:
Costs $ 303,609 $ 370,804
Expenses 301,496 541,200
$ 605,105 $ 912,004

d. Maturities of long-term liabilities for leases at December 31, 2019 were the following:

Year Amount
2021 $ 1,060,479
2022 829,189
2023 634,777
2024 110,021
2025 and thereafter 300,051
$ 2,934,517

NOTE 10 - TRADEMARKS AND OTHER ASSETS — NET:

Trademarks and other assets — net, are integrated as follows:

Trademarks (a) $

Guaranty deposits
Advertising (b)
Professional fees (b)
Maintenance (b)
Other (b)

December 31

Total trademarks and other assets — net

2019 2018

930,000 $ 140,000
37,889 37,092

36,871 -

33,003 -

14,650 -

12,726 -
$ 1,065,139 $ 177,092




a. The carrying amount of the trademarks and the concession rights is subject to annual

impairment tests (Note 2q).

b. Correspond to advance payments covering a period greater than 12 months.

NOTE 11 - FINANCIAL DEBT:

As of December 31, TP Group had the following outstanding financings:

a. Universidad ICEL, S.C. (ICEL)

b. FGS Bridge, S.A.P.l. de C.V. (FGS)

c. Fideicomiso 1135 (F/1135)

d. Capiprom, S.A. P.l. de C.V. (Capiprom)

e. Banco del Bajio, S.A. Institucion de Banca Multiple (Bajio)
f. Postulando Ideas, S.A. de C.V. (PI)

d. Sentir Comun México SOFOM, S.A. de C.V. (Sentir Comun)
h. Negocios y Vision en Marcha, S.A. de C.V. (NVM)

i. QH Productos Estructurados, S.A.P.l. (QH)

j. Desarrollo JNG Coyoacan, S.A. de C.V. (DJC)

k. Interpretaciones Econémicas, S.A. de C.V. (IE)

|. Desarrollo JNG Azcapotzalco, S.A. de C.V. (DJA)

m. Inmobiliaria Ciudad del Sol Guadalajara, S.A. de C.V. (ICSG)
n. Banco Invex, S.A. Institucion de Banca Multiple (Invex)

0. Banco Monex, S.A. Institucion de Banca Maltiple (Monex)
p. Arrendadora Internacional Azteca, S.A. de C.V. (AlA)
Transaction costs

Total debt recognized at amortized cost

d. Capiprom

b. FGS

c.F/1135

g. Unifin Financiera, S.A.B. de C.V. (Unifin)

r. The Export and Import Bank of China (Eximbank of China)
i. QH

p. AlA

g. Sentir Comun

Analistas en Recursos Globales, S.A.P.l. de C.V.
Hewlett Packard Operations México, S. de R.L. de C.V.
Valor Agregado en Arrendamiento, S.A. de C.V.
Rendago, S.A. de C.V.

Transaction costs

Total debt recognized at amortized cost

December 31, 2019

Short-term Long-term Total
$ - $ 2,537,000 $ 2,537,000
1,992 2,025,685 2,027,677
500,000 1,250,000 1,750,000
111,640 942,500 1,054,140
30,000 957,500 987,500
- 889,085 889,085
27,091 772,909 800,000
- 646,434 646,434
102,019 660,887 762,906
- 713,962 713,962
- 670,254 670,254
- 659,530 659,530
- 620,735 620,735
175,000 437,500 612,500
300,000 - 300,000
148,709 - 148,709
(1,050) (58,438) (59,488)

$ 1,395,401 $ 13,725,543 $15,120,944

December 31, 2018

Short-term Long-term Total
$ 763,320 $ 3,496,680 $ 4,260,000
400,389 2,191,281 2,591,670
472,556 1,177,444 1,650,000
249,272 697,669 946,941
137,838 613,473 751,311
- 715,000 715,000
211,231 383,963 595,194
- 300,000 300,000
72,627 94,798 167,425
36,382 83,302 119,684
- 46,458 46,458
2,564 12,703 15,267
(23,474) (39,180) (62,654)

$ 2,322,705 $ 9,773,591 $12,096,296




Maturities of long-term portions are the following:

Face Transaction Amortized
Year Value costs cost
2021 $ 4,759,890 ($ 41,886) $ 4,718,004
2022 571,705 (7,811) 563,894
2023 514,205 (5,332) 508,873
2024 7,747,090 (2,428) 7,744,662
2025 and thereafter 191,091 (981) 190,110

$ 13,783,981 ($  58,438) $ 13,725,543

The following table summarizes features of the principal loans:

Principal at Maturity Annual Interest
Creditor 31/12/19 Initial Date Date Rate Comments
a. ICEL $ 2,537,000 20/09/19 19/09/23 TIE" + 340 bps?
b. FGS 2,027,677 27106/19 30/06/25 TIE" + 655 bps?
1,100,000 2111119 27107123 TIIE" + 400 bps?
c. F/1135 500,000 20/09/19 21/08/20 TIIE" + 400 bps?
150,000 26/09/19 29/04/22 TIE" + 400 bps?
d. Capiprom 942,500 27106/19 30/06/26 TIE" + 600 bps?
111,640 01/11/119 01/10/20 10%
e. Bajio 987,500 21/07/19 21/06/24 TIE" + 225 bps?
f. PI 889.085 24/12/19 23/12/24 TIE" + 390 bps?
g. Sentir Comun 800,000 17/08/18 01/08/25 TIIE" + 400 bps?
h. NVM 646,434 24/12119 23/12/24 TIIE" + 390 bps?
400,000 20/06/18 31/05/24 TIE" + 650 bps?
i. QH 315,000 15/10/18 31/05/24 TIIE" + 650 bps?
47,906 07/11/119 29/10/20 y 8%
j- DJC 713,962 24/12/19 23/12/24 TIE" + 390 bps?
k. IE 670,254 24/12/19 23/12/24 TIE" + 390 bps?
. DJA 659,530 24/112/19 23/12/24 TIIE" + 390 bps?
m. ICSG 620,735 24/12/19 23/12/24 TIE" + 390 bps?
n. Invex 612,500 12/03/19 08/09/23 14%
o. Monex 300,000 23/12/119 23/03/20 TIE" + 200 bps?
p. AlA 148,709 31/12/18 31/12/20 TIE" + 500 bps?
Principal at Annual Interest
Creditor 31/12/18 Initial Date  Maturity Date Rate Comments
$ 1,200,000 25/05/2017 30/04/2023 TIE'+ 600 bps?2 Guaranty: payment rights.
1,500,000 25/05/2017 30/04/2023 TIHE' + 600 bps?2  Guaranty: payment rights.
d. Capiprom 1,200,000 07/12/2017 30/04/2023 TIE'+ 600 bps? Guaranty: payment rights.
300,000 11/05/2018 30/04/2023 TIE'+ 600 bps?2 Guaranty: payment rights.
60,000 31/07/2019 10%
b FGS 2,291,670 25/05/2017 30/04/2023 TIE' + 655 bps?  Guaranty: payment rights.
: 300,000 09/11/2017 30/04/2023 THE' +655 bps?2 Guaranty: payment rights.
850,000 15/08/2018 25/04/2021 TIE'+ 500 bps?2 Guaranty: payment rights.
c. F/1135 500,000 25/04/2018 23/12/2020 THE'+ 350 bps?2 Guaranty: payment rights.
300,000 18/10/2017 22/07/2020 TIE'+ 500 bps?2  Guaranty: payment rights.
48 months at Financial lease.
q. Unifin 946,941 13/06/2017 signing of Fixed
each annex
Eximbank de LIBOR 6 months Some covenants were not met at
r. China 751,311 14/08/2015 20/03/2019 +500 bps? December 31, 2018,
i QH 400,000 20/06/2018 31/05/2024 TIE" + 650 bps?
: 300,000 15/11/2018 31/05/2024 TIE" + 600 bps?
110,000 31/12/2016 01/12/2020 TIE" + 550 bps?
p AIA 96,621  31/12/2018 31/12/2020 TIIE" + 550 bps?
: 55,000 28/12/2018 31/12/2020 TIE" + 550 bps?
337,679 06/01/2015 06/01/2021 9% -12% Capitalizable lease.
g. Sentir Comun 300,000 17/08/2018 31/08/2025 TIIE" + 350 bps?

1 TIE: Equilibirium bank interest rate
2 bps: Base points



NOTE 12 - REVERSE FACTORING:

As a financing alternative, TP Group offers its suppliers to enter into factoring credit facility,
through which the intermediary liquidates to the supplier the debt originally contracted by TP
Group, less the accorded discount. At the same time, TP Group pays the debt to the intermediary

at its nominal value, but in a period extended in time.

At December 31, the following table shows liabilities resulting from factoring operations with

suppliers:
December 31, 2019
Short-term Long-term Total
FGS (a) $ 555618 $ - $ 555,618
Greensill Capital (UK) Limited (Greensill) (b) 346,989 - 346,989
AlA (c) 62,132 - 62,132
$ 964,739 $ - $ 964,739
December 31, 2018
Short-term Long-term Total
FGS (a) $ 1,353,397 - $ 1,353,397
Eximbank of China (d) - 711,962 711,962
Greensill (b) 390,215 1,940 392,155
AlA (c) 112,354 - 112,354
$ 1,855,966 $ 713,902 $ 2,569,868

FGS:

The Company and FGS have agreed to offer Company’s suppliers a financing scheme
consisting under a reverse factoring facility.

Through this mechanism, FGS acquires from Company’s supplier the Credit Right in favor
of such supplier and borne by the Company. Through this action, such Credit Right is
transmitted to FGS without any reserve nor limitation, and FGS accepts to pay the supplier
the value of the documents transferred less a discount rate and a collection fee.

The parties accept that Company pays directly to FGS the documents transmitted at face
value.

In like manner, a maximum of transmittals is provided, so that through a revolving nature,
an undefined number of concrete and individual operations are carried out.

Greensill:

The Company has a factoring facility for suppliers with Greensill, whose maturity is
December 20, 2020.

AlA:

On February 1, 2016, AlA and the Company entered into a Discount Framework Contract
of notes through which it is offered a factoring program to suppliers as a means of
financing, and certain points were established described below.

Once the respective Notes Discount Contract is formalized between AIA and Company’s
supplier, AlA will acquire the Collection Rights in favor of the supplier.



e The acquisition made by AIA is a discount, but the Company is compelled to pay AlA the

Collection Rights on the maturity dates at face value.

o AlA will only acquire the Collection Rights with a maturity date not exceeding 90 calendar

days starting from the date of issue of such Collection Rights.

d. Eximbank of China:

The Company had a long-term factoring facility for suppliers, whose balance at December 31, 2018
amounted to $711,962; on November 29 the Company decided to pay the outstanding balance with

this entity, which maturity was 2020.

NOTE 13 - EMPLOYEE BENEFITS:

a. Liability for employee benefits:

The liabilities derived from employee benefits and other remunerations to personnel recognized

in the consolidated statements of financial position are comprised as follows:

December 31, 2019

Seniority Legal

premium  compensation Total
Defined benefits obligation (DBO) $ 11,464 $ 22,869 $ 34,333
Plan assets - - -
Unamortized items - - -
Net projected liability $ 11,464 $ 22,869 $ 34,333
December 31, 2018
Seniority Legal
premium  compensation Total
Defined benefits obligation (DBO) $ 5835 $ 11,552 $ 17,387
Plan assets - - -
Unamortized items - - -
Net projected liability $ 5,835 $ 11,552 $ 17,387
b. Adjusted net cost for the period:
Expense for the period accounted for consists on the following:
Year ended
December 31, 2019
Seniority Legal
premium compensation Total
Current services labor cost $ 3,661 $ 6,991 $ 10,652
Financial cost 519 995 1,514
Seniority recognition 1,229 2,149 3,378
Immediate actuarial recognition 218 1,936 2,154
Total $ 5,627 $ 12,071 $ 17,698
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Current services labor cost

Financial cost

Seniority recognition

Advanced reductions and liquidations
Immediate actuarial recognition

Total

c. Reconciliation of the DBO balance:

DBO beginning balance

Current services labor cost

Financial cost

Actuarial (gains) losses for the period
Seniority recognition

Benefits paid against provision

DBO ending balance

d. Main assumptions:

Year ended
December 31, 2018

Seniority Legal
premium  compensation Total

$ 3,192 $ 6,454 $ 9,646

322 653 975
1,338 1,945 3,283
(3,195) (5,813) (9,008)
$ 1,657 $ 3,239 $ 4,896
Year ended
December 31
2019 2018
$ 17,387 $ 12,829
10,652 9,646
1,514 975
9,247 (918)
3,378 (5,145)
(7,845) -

$ 34,333 $ 17,387

The main assumptions used in the calculation of the net cost for the period were the following:

Nominal annual rates:

Minimum salary

Career salary

Discount

Average working life expectancy

e. Sensitivity analysis:

2019 2018
5.00% 4.00%
5.80% 5.80%
8.00% 8.90%
15 years 15 years

In accordance with the provisions of the applicable standard, a sensitivity analysis is shown in
respect to the discount rate applied for carrying out the actuarial valuation, that is, the impact the
Company has in the obligation for defined benefits (ODB) by having a change of +/- 1% in the

discount rate:

Seniority premium
Legal compensation

7.00% 8.00% 9.00%

$ 13482 $ 11,464 $ 10,022
28,214 22,869 18,777

$ 41,696 $ 34,333 $§ 28,799




NOTE 14 - INCOME TAXES:

The provision for taxes on income (income tax or IT) for years ended December 31, 2019 and 2018,
is the following:

Year ended
December 31
2019 2018
Income tax provision:
Incurred ($ 29,058) ($ 24,013)
Deferred (70,245) 315,010

($ 99,303) $ 290,997

a. Incurred income tax:

Income tax rate was 30.00% for years ended December 31, 2019 and 2018. For years ended
December 31, 2019 and 2018, the Company generated tax losses that amounted to ($665,560) and
($1,121,042) nominal, respectively.

For year ended December 31, 2019, the Company’s subsidiaries generated tax profits for $96,859
and tax losses for ($408,300). For year ended December 31, 2018, the Company’s subsidiaries
reported tax profits for $80,045 and tax losses for ($373,637).

b. Deferred income tax:

Tax loss carry forwards and temporary differences that TP Group recognized in the calculation of
deferred income tax were the following:

December 31

2019 2018
Tax loss carry forwards $ 5,876,179 $ 4,627,300
Allowance for impairment of accounts receivable and allowance for
obsolete inventories 300,536 291,477
Accounts payable 277,030 389,102
Employee benefits 34,332 17,388
Leases (1,344,690) -
Property, plant and equipment (1,794,521) (1,654,772)
Tax loss carry forwards and temporary differences 3,348,866 3,670,495
Income tax rate 30.00% 30.00%
Net deferred tax asset 1,004,660 1,101,148
Measurement allowance (683,506) (709,749)

$ 321,154 $ 391,399

As of December 31, 2019 and 2018, TP Group’s Management decided to partially recognize the
deferred tax asset since the realization of such deferred tax assets is dependent, first, on the
generation of sufficient taxable profit before the expiration of the tax loss carry forwards;
consequently, the balance of the tax asset was adjusted to the taxable profit expected to be
generated in the following years (Note 2t).



Inflation-restated tax loss carry forwards as of December 31, 2019 are as follows:

Taxes Loses
Year of origin

2011
2013
2014
2015
2016
2017
2018
2019

Tax loss carry

$

forwards

1,015,901
171,023
126,464
161,958

1,326,785
453,767

1,546,422

1,073,859

Final year for use

5,876,179

2021
2023
2024
2025
2026
2027
2028
2029

The reconciliation between the income tax nominal rate and the effective rate is the following:

Nominal income tax rate
Effect on the tax incurred:

Difference between carrying amount and tax depreciation
Difference in tax and accounting treatment of revenues

Deduction of paid statutory profit-sharing
Non-deductible expenses
Expected credit loss reserve
Annual inflation adjustment
Effect on deferred tax:
Temporary items
Effective IT rate

NOTE 15 - FINANCIAL INSTRUMENTS:

a) Fair value

Years ended December 31

2019 2018
% %
30.00 30.00

(101,68) 109.65
(5.91) 21.85
(0.16) 0.13

15.13 (37.49)
1.13 (4.13)
22.38 (38.85)
52.14 (25.42)
13.03 55.74

Fair value of financial instruments was determined by TP Group using information available in the
market and other valuation techniques that require Management’s judgment. Moreover, the use of
different assumptions and valuation methods can have a material effect on the estimated amounts

of fair value.

Financial instruments which, after their initial accounting, are quantified at their fair value are
grouped in Levels from 1 to 3 based on the degree to which fair value is observed, as shown below:

e Level 1 - valuation based on prices quoted in the market (unadjusted) for identical assets

or liabilities;

e Level 2 - valuation with indicators other than the quoted prices included in Level 1, but
include observable indicators for an asset or liability, either directly (quoted prices) or
indirectly (derivations of these prices); and

e Level 3 - valuation techniques are applied that include indicators for assets and liabilities

that are not based on observable market information (unobservable indicators).
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As at December 31, 2019 and 2018, financial assets and liabilities are classified as follows:

As of December 31, 2019
Financial Assets:

Cash and cash equivalents
Customers

Derivative financial instruments
designated as hedges

Financial Liabilities:

Total financial debt (short and
long term)

Interest payable

Short and long-term lease
liabilities

Trade payables

Reverse factoring

Other payables

Related parties

As of December 31, 2018
Financial Assets:

Cash and cash equivalents
Customers

Derivative financial instruments
designated as hedges

Financial Liabilities:

Total financial debt (short and
long term)

Interest payable

Trade payables

Reverse factoring

Other payables

Related parties

Amortized
Cost FVTPL FVOCI Total
$ 227,212 $ - - $ 227,212
2,155,941 - - 2,155,941
- (869) 2,844 1,975
$ 2,383,153 $ (869) 2,844 $ 2,385,128
$15,120,944 $ - - $15,120,944
892 - - 892
4,387,947 4,387,947
3,546,950 - - 3,546,950
964,739 964,739
878,197 - - 878,197
245,644 - - 245,644
$25,145,313 $ - - $25,145,313
Amortized
Cost FVTPL FVOCI Total
$ 47,012 $ - - $ 47,012
1,242,050 - - 1,242,050
- 44 6,562 6,606
$ 1,289,062 $ 44 6,562 $ 1,295,668
$12,096,296 $ - - $12,096,296
99,331 - - 99,331
4,219,019 - - 4,219,019
2,569,868 - - 2,569,868
594,193 - - 594,193
241,026 - - 241,026
$19,819,733 $ - - $19,819,733
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b) Hedging activities and derivatives

i. Derivatives not designated as hedges
TP Group uses foreign currency loans and foreign currency purchases/sales, in order to manage
some of the risks related to their transactions mainly market risks as exchange rates and interest
rates. Installment purchases/sales of foreign currency are not designated as cash flow hedges,
and they are agreed for periods consistent with the foreign exchange risk exposure of the related
transactions, generally between 1 to 24 months.

ii. Cash flow hedges

Non-dominant credit risk

The credit risk of counterparts does not have a material influence on the Fair Value of Derivative
Financial Instruments. The rating of both Financial Entities and the most recent of the Company
are the following:

Company Rating Agency
Banco Monex, S.A. AA - Fitch Ratings
Corporacion Actinver, S.A.Bde C.V. AA - Fitch Ratings
Total Play Comunicaciones, S.A. de C.V. AA HR Ratings

Foreign exchange risk

Installment purchases of foreign currency, measured at fair value with changes through other
comprehensive income, are designated as hedges of the cash flows from expected sales in U.S.
dollars. These expected transactions are highly probable and comprise a high percentage of the
total expected purchases in U.S. dollars.

Although TP Group has other installment purchases/sales of foreign currencies with the intention
of mitigating the foreign exchange risk of expected purchases and sales, these other agreements
are not designated as hedges and are consequently measured at fair value through profit and loss.

The balances of installment purchases/sales of foreign currency vary depending on the level of
expected sales and purchases in foreign currency and on foreign exchange rates.

December 31, 2019

Derivative Instruments: Asset Liability Net

Bonus swap (IRS) $ 6,191 $ - $ 6,191
Foreign exchange options (FX options) - 4,214 (4,214)
Interest rate hedge (rate CAP) - 2 (2)
Mark-to market at the closing period $ 6,191 $ 4,216 $ 1,975

December 31, 2018

Derivative Instruments: Asset Liability Net
Bonus swap (IRS) $ 7,802 $ - $ 7,802
Foreign exchange options (FX options) 3,460 - 3,460
Interest rate hedge (rate CAP) - 4,656 (4,656)
Mark-to market at the closing period $ 11,262 $ 4,656 $ 6,606
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The terms of the installment purchases/sales of foreign currency match with the highly probable
expected transactions. Consequently, there is no inefficiency to be recognized in the income
statement.

Cash flow hedges of expected future purchases during 2019 and 2018, were assessed as highly
efficient and an unrealized gain of $2,844 and $4,205 was recorded in OCI.

The amount transferred during 2019 and 2018 from OCI to the carrying value of the hedged
elements was ($869) and $44 respectively and shown in Note 15a. It is expected that some of the
amounts included in OCI as of December 31, 2019 become due and affect the income statement
during 2020.

NOTE 16 — FINANCIAL RISK MANAGEMENT:

Activities with financial instruments presume the assumption or transfer of one or various types of
risks by the entities that trade with them. The main risks associated with financial instruments are:

e Credit risk: likelihood that one of the parties to the financial instrument contract fails to
meet its contractual obligations due to reasons of insolvency or inability to pay and results
in a financial loss for the other party.

o Market risk: likelihood that losses are generated in the value of the positions maintained,
as aresult of changes in the market prices of financial instruments. In turn, itincludes three
types of risks:

Interest rate risk: this arises as a consequence of variations in market interest rates.
Foreign exchange rate risk: this arises as a consequence of variations in exchange
rates between currencies.

Price risk: this arises as a consequence of changes in market prices, due to specific
factors of the instrument itself, or due to factors that affect all instruments traded on a
concrete market.

o Liquidity risk: likelihood that an entity cannot meet its payment commitments or, in order
to meet them, it has to resort to obtaining funds in encumbering conditions or placing its
image and reputation at risk.

a. Credit risk management - it is caused mainly by liquid funds and trade accounts receivable
for providing telecommunication services.

TP Group’s policy is to operate with banks and financial institutions with the highest credit
ratings granted by credit rating agencies to reduce the possibility of counterparty non-
performance. With respect to trade accounts receivable, TP Group grants commercial
credit to companies or government entities that are financially sound, have a good
reputation in the market, and many of them are recurring customers.

TP Group periodically reviews the financial condition of its clients and does not believe that
a significant risk from credit concentration of its portfolio could turn into a loss. In order to
minimize a loss, TP Group discontinues service provided to its customers when the ageing
of the past due balance exceeds certain limit. Also, it considers that the allowance for
impairment covers in appropriate manner the potential credit risk, which represents the
calculation of the expected losses from impairment of its receivables. As at December 31,
2019 and 2018, the amount of receivables with an ageing higher than 120 days amounted
to $999,250 and $334,012, respectively. The aforementioned amounts include receivables
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C.

due from government institutions, which recurrently present delays in their payments,
without representing this a loss for TP Group and consequently, Management considered
that the impairment allowance needed not to be increased.

Market risk management

i. Interest rate risk — As described in Note 11, TP Group has obtained loans bearing
interest at variable rates (28-day TIIE), therefore it is exposed to fluctuations of the
mentioned rates. As at December 31, 2019 and 2018, TP Group had partial hedges
to cover said fluctuations. Consequently, if the variable interest rates had
strengthened/weakened by 10% maintaining the remaining variables unchanged,
the net loss for the current year would have decreased/increased by $109,982 as a
result of a lower/higher interest expense.

ii. Foreign exchange risk — TP Group carries out transactions in foreign currencies,
therefore, itis exposed to fluctuations in the different currencies those transactions
are operated. As at December 31, 2019 and 2018, it had no hedging instruments
against foreign exchange risk.

As at December 31, 2019 and 2018 and May 18, 2020 (date of issue of these
consolidated financial statements), the exchange rates for the U.S. dollar were
$18.8642, $19.6512, and $23.6032, respectively. As at December 31, 2019 and
2018, TP Group had the following U.S. dollar denominated assets and liabilities:

December 31

2019 2018
Monetary assets E.U.$ 71,122 E.U.$ 15,322
Monetary liabilities (150,852) (250,916)
Net monetary short position in U.S. dollars (EU.$ 79,730) (E.U.$ 235,594)
Equivalent in Mexican pesos ($ 1,504,043) ($ 4,629,705)

As at December 31, 2019, TP Group has a net short position in U.S. dollars,
consequently if the Mexican peso had been strengthened/weakened 10% against
the U.S. dollar and the rest of the variables had remained unchanged, the net loss
for the current year would have increased (decreased) by $150,404 as a result of
the loss/gain in the translation of monetary assets and liabilities denominated in
U.S. dollars not hedged.

In addition to the increase of the exchange rate against the US dollar, at May 18,
2020, the foreign currency position has increased by 25% in respect to December
31, 2019. Even though TP Group has contracted some foreign exchange hedges, it
does not have hedged 100% of liabilities in foreign currency, reason for having
incurred foreign exchange losses at May 18, 2020.

Liquidity risk — TP Group has established appropriate policies to mitigate the liquidity risk
through: (i) the follow-up on working capital; (ii) the review of its actual and projected cash
flows; and (iii) the reconciliation of profiles of maturities of its financial assets and liabilities.
These actions allow TP Group’s Management to manage short and long-term financing
requirements by maintaining cash reserves or credit facilities available.



NOTE 17 - COMMITMENTS AND CONTINGENCIES:

As of December 31, 2019, TP Group had the following commitments:

a. Commitments derived from financial debt.

Under some credit contracts some assets of the Company have been granted in guarantee of the
credits described in Note 11.

b. Tax credit

On December 3, 2015 the Mexican Internal Revenue Service (SAT for its acronym in Spanish)
issued notification no. 900-04-05-2015-52432 through which it was determined a tax claim
amounting to $645,764 corresponding to income tax for the year 2011, allegedly failed, plus
inflation-restatement, surcharges and penalties.

SAT points out: (i) that the Company has not proved the strict indispensability of certain
commissions and advances from commercializing telecommunications services; (ii) that it rejects
the deduction for tax purposes of travel expenses, administrative services, and uncollectable
receivables from a reorganization procedure.

On January 19, 2016 the Company interposed a resource of appeal before the corresponding
authority (Administracion de lo Contencioso de Grandes Contribuyentes -Administration of Large
Taxpayer Disputes). Subsequently, during April and May 2016, the Company delivered a series of
additional evidence in its favor. On June 16, 2016 the appeal was resolved, confirming the tax
credit imposed and on August 19, 2016 the Company filed a claim of nullity (demanda de nulidad);
said claim was admitted on September 6, 2017 by the Federal Court of Tax and Administrative
Justice (7ribunal Federal de Justicia Fiscal y Administrativa).

On November 28, 2017, the Company filed a direct ‘amparo’ trial. The Company is waiting for the
resolution of the Mexican tax authorities and the Company’s external advisors consider that it is
probable that the process will result in a nullity trial (juicio de nulidad).

In court session held on February 7, 2020, the judges of the Sixth Collegiate Court determined to
withdraw the sentencing project, for the purpose of remitting the file to the Second Chamber of
the Supreme Court of Justice of the Nation, since the Ministry of Finance and Public Credit
(“Hacienda”) asked the Supreme Court to assert jurisdiction when appraising that the matter is
important and transcendent. Currently, the matter is pending determination as to whether the
matter is asserted in the terms so requested.

The challenged amount is duly guaranteed through the administrative seizure of several assets of
the Company, which was expressly accepted by the tax authorities, and they were ordered the
final suspension of the administrative procedure of execution.

c. Labor contingencies

Some of the Company’s subsidiaries are involved in legal procedures for labor disputes of a lesser
quantitative importance. In opinion of TP Group’s external legal advisors, these disputes do not
represent a relevant contingency that may materially affect TP Group since they arise from the
ordinary course of business.



d. Related party transactions

In accordance with Mexican Income Tax Law, those entities carrying out transactions with their
related parties are subject to certain limitations and to some fiscal obligations related to the
agreed prices, since they must be similar to prices used with independent parties in comparable
operations.

In case that a review of the prices by the Mexican tax authorities results in a rejection of the

amounts under review, they could seek, in addition to the omitted tax plus interest, penalties that
could represent 100% of the updated amount of the omitted taxes.

NOTE 18 - EQUITY:

a. Contributed capital

Shares of the Company’s capital stock are fully voting and of free subscription, and may be
acquired by any person or corporation, local or foreign, as long as the applicable legal regulations
regarding foreign investment are met.

For the years ended December 31, 2019 and 2018, the shares and capital stock of the Company
had no movements and is integrated as follows:

December 31

2019 2018

Number of outstanding shares:

Fixed capital stock 11,000 11,000
Variable capital stock 21,115,222 21,115,222
Unpaid shares (464,947) (464,947)
Fully paid and subscribed outstanding shares 20,661,275 20,661,275
Capital stock amount:

Fixed capital stock $ 200 $ 200
Variable capital stock 2,378,463 2,378,463
Unpaid capital stock (52,372) (52,372)
Inflation restatement 10,700 10,700
Fully paid and subscribed capital stock $ 2,336,991 $ 2,336,991

On March 27, 2019, a General Shareholders’ Meeting was held and resolved a contribution for
future capital stock increase in the amount of $5,000,000.

b. Earned capital

Under Mexican law, net income for the year is subject to the legal provision requiring that at least
5% of net income be appropriated to increase the legal reserve until that reserve equals one-fifth
of total capital stock. The balance of the legal reserve may not be distributed to the stockholders
but may be used to reduce accumulated losses or be converted to capital stock.



c. Distribution of earnings

As of December 31, 2019, the balance of “Net Tax Income Account” (CUFIN by its acronym in
Spanish) was $3,703,609. Starting from 2014 earnings generated and distributed to the
stockholders are subject to a 10% income tax withholding, as long as they do not come from CUFIN.
Dividends paid that come from income previously taxed by Income Tax, will not be subject to any
withholding or additional tax payment prior to December 31, 2013.

The Company has certain restrictions on dividend payments due to covenants under its credit
agreements.

d. Capital stock reductions

As of December 31, 2019, the inflation-restated balance of the “restated contributed capital
account” (CUCA for its acronym in Spanish) amounted to $4,019,136. In case of a reimbursement
or capital decreases in favor of the stockholders, the excess of that reimbursement over this
amount will be treated as distributed earnings for tax purposes.

Likewise, in the event that equity should exceed the balance of the CUCA, the spread will be
considered as dividend or distributed earnings subject to the payment of income tax. If the
earnings referred to above are paid out of the CUFIN, there will be no corporate tax payable due
to the capital decrease or reimbursement. Otherwise, it should be treated as dividends or earnings
distribution, as provided in Mexican Income Tax Law.

NOTA 19 - EQUITY MANAGEMENT:

The purposes of TP Group when managing its consolidated equity are the following:
o To protect its ability to continue as a going concern.
e To provide its stockholders an attractive return on their investment.
¢ To keep an optimal structure minimizing its cost.

In order to meet the mentioned objectives, TP Group constantly monitors their different business
units to ensure that they keep the expected profitability. However, TP Group may change the
dividends to be paid to its stockholders, issue new shares or monetize its assets to reduce its debt.

TP Group monitors the adjusted equity to net debt with financial cost. This ratio results from
dividing net financial debt by equity. In turn, net financial debt is defined as the total short and long-
term financial debt in the statement of financial position less cash and cash equivalents.

The adjusted equity to debt ratio as of December 31, 2019 and 2018 was determined as follows:

2019 2018

Total financial debt

Short-term $ 1,395,401 $ 2,322,705

Long-term 13,725,543 9,773,591
Cash and cash equivalents (227,212) (47,012)
Net debt $ 14,893,732 $ 12,049,284
Total equity $ 8,727,524 $ 2,277,806
Ratio 1.71x 5.29x

The change in the 2019 financial ratio was due to: (i) having received a $5,000,000 contribution for
future capital stock increases (see Note 18a), and (ii) 2019 comprehensive net income.
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NOTE 20 - REVENUE, COSTS AND EXPENSES BY NATURE:

The TP Group presents consolidated revenue, costs and expenses by their function; however,
IFRS require disclosing additional information regarding the nature of said items.

For the years ended December 31, 2019 and 2018 consolidated revenue, costs and expenses

according to their nature are as follows:

Years ended
December 31

Revenues from services provided to third parties:
Pay television and audio, fixed telephony and internet Access
Business-oriented services
Activation and installation fees
Advertising
Interconnection and long-distance fees
Other
Total revenues from services provided to third parties

Revenues from services provided to related parties:
Rent of dedicated links and pay restricted television/audio
Subleasing
Advertising
Other
Total revenue from services provided to related parties
Total revenue

Cost of services received from third parties:
Content
Commissions
Cost of sales of equipment
Rent of dedicated links
Reserve of expected credit loss
Licences and software
Monitoring
Interconnection and long-distance fees
Other
Total cost of services received from third parties

Cost of services received from related parties:
Monitoring
Content
Commissions
Other
Total cost of services received from related parties
Total costs

2019 2018
$ 9,352,737 $ 6,590,493
4,144,850 3,668,895
114,639 51,158
110,163 78,922
35,254 37,783
120,956 82,305
13,878,599 10,509,556
371,701 31,210
9,620 -
5,400 28,509
2,044 -
388,765 59,719
$ 14,267,364 $ 10,569,275
Years ended
December 31
2019 2018

($ 1,553,366)

($ 1,056,032)

(677,536) (535,995)
(363,064) -
(303,609) (370,804)
(244,750) (271,713)
(126,186) -
(102,930) -
(58,597) (66,866)
(5,479) (46,983)
(3,435,517) (2,348,393)
(32,987) -
(27,000) (24,000)
(10,600) -
) (15,338)
(70,588) (39,338)

($ 3,506,105)

($ 2,387,731)
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Total network expenses with third parties

General expenses with third parties:

Years ended
December 31

2019 2018
Network expenses with third parties:
Personnel services ($ 885,201) ($ 735,305)
Maintenance (413,277) (434,853)
Leases (202,674) (412,462)
Rights, duties and taxes (80,110) (156,170)
Electric power (48,099) (32,132)
Security (42,627) (17,196)
Fuel (34,203) (30,699)
Professional fees (25,003) (17,163)
Telephony and data (20,466) -
Insurance and bonds (19,143) (16,024)
Cleaning (12,739) -
Travel expenses (12,250) -
Other (16,069) (58,473)

($  1,811,861)

($ 1,910,477)

Personnel ($ 1,767,157) ($ 1,856,546)
Advertising (440,789) (518,590)
Professional fees (183,480) (76,844)
Office, warehouse and points of sale maintenance (110,866) (118,075)
Call center (103,090) (86,405)
Leases (98,822) (92,357)
Collection service (92,699) (72,096)
Freight (34,463) -

Warehouse handling (18,870) -

Other (70,502) (181,213)

Total general expenses with third parties

General expenses with related parties

Total general expenses

($ 2,920,738)

($ 3,002,126)

Administrative services ($ 283,140) ($ 159,887)
Advertising (145,764) (79,799)
Security (32,879) (19,428)
Professional fees (13,729) (2,212)
Maintenance (11,033) -
Insurance (7,087) -
Licences and software (4,073) -
Leases - (36,381)
Other (16,296) (9,450)
Total general expenses with related parties (514,001) (307,157)

($ 3,434,739)

($ 3,309,283)

NOTE 21 - INFORMATION BY SEGMENTS:

Management of TP Group identifies two major service lines as operating segments (see Note 2e).
These operating segments are supervised by those making strategic decisions, which are made
taking as a basis the adjusted operating results of the segment:

(61)
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TotalPlay Residential. Offers a state-of-the-art IPTV system (/nternet Protocol TV) and

is commercialized through the Double Play or Triple Play packages. The main services
offered consist of:

Linear Television. The customer is provided with a decoder of state-of-the-art
technology and a Wi-fi Extender. Among the additional services at no cost: VOA
(Video on Demand), parental control and Anytime (up to seven days deferral of
certain channels);

Internet. Provided by a FTTH network (Fiber to-the home) of fiber optic unique in
Mexico (backbone of 200 gigabits), which allows having high speed and quality.
Apps contents. The Company has internally developed a TV interface for its users,
allowing the integration of popular apps, offering its subscribers all services under
the same platform.

Telephony. In addition to the traditional service, from a mobil app, customers may
have worldwide coverage as if they were calling or receiving calls on their fixed
line.

TotalPlay Empresarial (for businesses). Offers telecommunication solutions and

Information Technologies to resolve connectivity issues for better improving
operations and business processes of private sector entities and public sector
institutions. Among the main solutions:

Planes empresariales (plans for businesses). With high speed internet (symmetrical
or asymmetric), telephony and value-added services.

Plans with backup included. Dedicated internet, LAN (Local Area Network) to LAN,
MPLS (Multiprotocol Label Switching), management portal for business services,
among other.

Cloud-base solutions such as G-Suite, virtual servers, fleets, video surveillance,
and safe navigation. These solutions offer a secure network, available, private and
competitive.

Comprehensive technological solutions for: video surveillance, corporate and
branches, and security, under a managed services model.

The table below presents the information by segments for years ended December 31, 2019 and

Year ended December 31, 2019

Totalplay Totalplay Corporate
Residential Empresarial and other Consolidated

Revenue from services $ 9,456,689 $ 4,691,636 $ 119,039 $ 14,267,364
Cost of services (2,312,826) (1,155,549) (37,730) (3,506,105)
Operating expenses (2,437,520) (1,030,422) (1,778,658) (5,246,600)
Depreciation and amortization,

financial cost and other (3,097,160) (245,637) (1,653,275) (4,896,072)
Netincome $ 1,609,183 $ 2,260,028 ($3,250,624) $ 618,587

At December 31, 2019

Customers $ 481,646 $ 1,619,248 §$ 55,047 $ 2,155,941
Property, plant and equipment — Net 14,982,919 7,433,299 188,603 22,604,821
Right-of-use assets — Net 2,399,707 1,190,538 28,208 3,620,453



Year ended December 31, 2018

Totalplay Totalplay Corporate
Residential Empresarial and_other Consolidated

Revenue from services $ 6,805,993 $ 3,681,431 $ 81,851 $ 10,569,275
Cost of services (1,834,885) (528,565) (24,281) (2,387,731)
Operating expenses (2,435,400) (1,162,672) (1,621,688) (5,219,760)
Depreciation and amortization,

financial cost and other (1,777,574) (58,800) (1,359,116) (3,195,490)
Net income $ 758,134 $ 1,931,394 ($2,923,234) ($ 233,706)

At December 31, 2018

Customers $ 339,799 §$ 886,552 $ 15,699 $ 1,242,050

Property, plant and equipment — Net 11,783,242 6,373,676 141,710 18,298,628
Right-of-use assets — Net - - - -

NOTE 22 - SUBSEQUENT EVENTS:

a.

Debt issue. On March 2, 2020, the Company, its subsidiary Total BOX, S.A. de C.V., BAZ as
fiduciary of Fideicomiso (Trust) F/1136 and Cl Banco, S.A., carried out the issue of securitized
certificates up to an amount of $5,000,000. On its first issue, a total of $2,500,000 were placed
at an annual interest rate of 9.70%; in its first period, the resources will be used for debt
substitution bearing an interest rate greater than that placed and for working capital. The
securitized certificates are traded on the Bolsa Institucional de Valores, S.A. de C.V. (the
Institutional Stock Exchange - BIVA), thus the Company is subject to comply with certain
corporate, legal and financial information obligations.

Concession rights renewal. On March 25, 2020, the Company informed that the Federal
Telecommunications Institute had renewed the concessions rights to operate and exploit a
public telecommunications network, for a term of 30 years, from October 16, 2025 through
October 16, 2055.

Capiprom loan. On April 13, 2020, the Company entered into a loan contract with Capiprom for
$1,560,000 at an annual interest rate equivalent to TIIE at 28 days plus 375 basis points. The
resources so obtained will be used to substitute debt bearing a higher interest rate.

COVID-19. On January 30, 2020, the World Health Organization (“OMS”) announced a global
health emergency due to the new strain of coronavirus originated in the province of Wuhan,
China (“the COVID-10 outbreak”) and for the risks for the international community for having
spread beyond its site of origin. In March 2020, the OMS classified the COVID-19 as pandemic,
based on the rapid growth of the global exposure.

The impact of the COVID-19 outbreak continues developing as of the date of the audited
financial statements. In consequence, itis uncertain the full magnitude the pandemic will have
on the financial condition, liquidity and future operating results of the Company. Management
is actively monitoring is financial condition, its liquidity, its operations, its suppliers, the
industry and its personnel. Given the daily evolution of the COVID-19 outbreak and the global
response to contain its dissemination, Management does not have the elements to estimate
the effects in 2020 on the financial situation, results of operation, or liquidity of the Company.

(83)
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The COVID-19 outbreak could have an adverse prolonged impact on the economic and market
conditions and could trigger a period of global economic slowdown, which could affect the
value of Company’s assets, such as its intangible assets.

Despite the fact that Management cannot estimate the impact of the COVID-19 outbreak as at
the date of these audited financial statements, it could have a negative effect on the financial
position, results of operation and liquidity of the Company for year 2020.
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MAZARS

INDEPENDENT AUDITOR'S REPORT

To the Stockholders and Board of Directors of
Total Play Telecomunicaciones, S.A. de C.V. and Subsidiaries
(Subsidiary of Corporacion RBS, S.A. de C.V.)

Opinion

We have audited the accompanying consolidated financial statements of Total Play Telecomunicaciones, S.A. de C.V., and its
subsidiaries (the Group), which comprise the consolidated statements of financial position as at December 31, 2018 and 2017,
and the consolidated statements of comprehensive income (loss), statements of changes in equity and statements of cash flows
for the years then ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Total Play Telecomunicaciones, S.A. de C.V., and its subsidiaries as at December 31, 2018 and 2017, and
of its financial performance and its cash flows for the years then ended in accordance with International Financial Reporting
Standards.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those standards are
further described in the "Auditor's responsibilities for the Audit of the Consolidated Financial Statements” section of our report.
We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Mexico, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Uncertainty related to going concern

Without qualifying our opinion, we draw attention to Note 1c. {o the accompanying audited consolidated financial statements on the
-following situation: the Group has incurred consolidated losses during recent years; those losses, on an accumulated basis as of
December 31, 2018, are higher than the capital stock as of that date. In accordance with Mexican laws, the loss of more than two thirds
of the capital stock allows stockholders, creditors and other interested parties, to request the dissolution of the Company. Likewise, as
of December 31, 2018, the consolidated short-term liabilities were higher than the consolidated current assets by $5,389 million. These
circumstances and other events related to the Group's financial situation considering its current environment, as well as the factors
considered whereby the accompanying consolidated financial statements were prepared considering the continuity of the Group's
operations. Our opinion has not been modified regarding this matter.

Responsibilities of management and those charged with governance for the consolidated financial statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting, unless
management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.

- .
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not guarantee that an audit conducted in accordance with International Standards
on Auditing will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit
and the significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Mexico City, Mexico
May 31, 2019.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

Assets

CURRENT ASSETS:

Cash and cash equivalents
Customers — Net

Other receivables
Recoverable taxes
Fiduciary rights

Inventories

Prepaid expenses
Derivative financial instruments
Total current assets

NON-CURRENT ASSETS:
Property, plant and equipment - Net
Trademarks and other assets
Deferred income tax asset

Total non- current assets

Total assets

Liabilities and Equity
SHORT-TERM LIABILITIES:

Short-term portion of long-term debt
Interest payable

Trade payables

Reverse factoring

Other payables

Unearned revenue

Related parties

Total short-term liabilities

LONG-TERM LIABILITIES:
Long-term debt

Trade payables

Reverse factoring

Other payables

Benefits to employees
Total long-term liabilities
Total liabilities

Commitments y contingencies

EQUITY:
Capital stock
Paid-in capital
Retained (losses) earnings:
Legal reserve
Prior years
For the year
Other comprehensive income
Total equity
Total liabilities and equity

The accompanying twenty notes are an integral part of these consolidated financial statements.

(Subsidiary of Corporacion RBS, S.A. de C.V.)

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Notes 1 and 2)

Figures expressed in thousands of Mexican pesos

Notes

2hand 3
2jand 4
2]

10
2k and 6
2land 7

13b

2mand 8
20and 9
2s and 12b

2rand 10
2nand 10

19
2u

2w
5

2rand 10
19

2u
2tand 11

2uand 15

2v, 16 and 17

December 31
2018 2017

47,012 $ 56,392
1,242,050 1,255,505
- 2,536
1,164,610 949,822
656,960 533,810
954,274 610,745
236,726 67,410

6,606 -
4,308,238 3,476,220
18,298,628 13,847,828
177,092 173,252
391,399 76,389
18,867,119 14,097,469
23,175,357 $ 17,573,689
2,322,705 $ 965,923
99,331 29,189
4,219,019 2,794,732
1,855,966 668,424
594,193 949,768
365,252 400,616
241,026 215,515
9,697,492 6,024,167
9,773,591 9,005,311

413,726 -

713,902

281,453 -
17,387 12,830
11,200,059 9,018,141
20,897,551 15,042,308
2,336,991 2,336,991
1,539,398 1,539,398
183,368 183,368
(2,477,350) (1,651,316)
(233,706) (802,842)
929,105 925,782
2,277,806 2,531,381
23,175,357 $ 17,573,689

(3)



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A. de C.V.)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Figures expressed in thousands of Mexican pesos

(Notes 1 and 2)

Revenue from services
Cost of services
Gross profit

General expenses:
Network-related
Sales and administration
Depreciation and amortization
Subscribers acquisition cost
Other expenses — Net

Operating loss
Financial cost:
Accrued interest income
Change in fair value of financial instruments
Accrued interest expense
Other financial expenses
Foreign exchange gain — Net
Loss before income tax provisions
Income tax provisions

Net loss

Other comprehensive income:

Effect of change to the revaluation model for property, plant and

equipment

Result from foreign subsidiary translation
Actuarial losses

Hedge fair value

Comprehensive (loss) income for the year

Notes
2w and 18

2w and 18

2w and 18
2w and 18
2mand 8
2xand 8

2z

13b

2s and 12

13b

2aa

Years ended
December 31

2018 2017
$ 10,569,275 $ 7,476,429
(2,387,731) (1,832,774)
8,181,544 5,643,655
(1,910,477) (1,419,411)
(3,309,283) (2,515,495)
(1,296,782) (1,161,416)
(1,836,374) (1,260,885)
(34,636) (40,890)
(8,387,552) (6,398,097
(206,008) (754,442)
19,413 26,527
44 -

411,117 (355,568)

(103,534) -
176,499 513,728
(318,695) 184,687
(524,703) (569,755)
290,997 (233,087)
(233,706) (802,842)
. 939,425
45 5,605
(3,283) (3,810)

6,561 -
3,323 941,220
$ 230,383) $ 138,378

The accompanying twenty notes are an integral part of these consolidated financial statements.



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A. de C.V.)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEM

BER 31, 2018 AND 2017

(Notes 1 and

2)

Figures expressed in thousands of Mexican pesos

Retained earnings (losses)

Capital Paid-in Legal Prior For the comporgr]wee;sive Total de
Notes stock capital reserve years year income equity
Balances as of December 31, 2016 $§ 350,163 $ 1,539,398 $ 183,368  $ 542,563 ($  2,193,879) $ 15438) § 406,175
Appropriation of prior year's net loss - (2,193,879) 2,193,879 -
Variable capital stock increase 16a 1,986,828 - 1,986,828
Comprehensive income for the year 2aa - (802,842 941,220 138,378
Balances as of December 31, 2017 $ 2,336,991 $ 1,539,398 $ 183,368 ($ 1,651,316) $ 802,842) $ 925,782 $ 2,531,381
Adjustment to retained losses from adoption of
IFRS 9 (see Note 2d.) - (23,192) - (23,192)
Appropriation of prior year's net loss - (802,842) 802,842 -
Comprehensive loss for the year 2aa - (233,706) 3,323 (230,383)
Balances as of December 31, 2018 $ 2,336,991 $ 1,539,398 $ 183,368 ($ 2477,350) $ 233,700) $ 929,105 $ 2,277,806
The accompanying twenty notes are an integral part of these consolidated financial statements.
= F-94



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

Operating activities:

Loss before income tax provision

Items not requiring the use of resources:
Depreciation and amortization
Subscriber acquisition cost
Benefits to employees

Items related to investing or financing activities:

Accrued interest income

Accrued interest expense

Unrealized foreign exchange gain — Net
Other

(Subsidiary of Corporacién RBS, S.A. de C.V.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Notes 1,2 and 3)

Figures expressed in thousands of Mexican pesos

Resources generated by (used in) operating activities:

Customers and unearned revenue
Other receivables
Related parties, net
Recoverable taxes
Inventories
Prepaid expenses
Trade payables
Other payables
Paid income taxes
Cash flows generated by operating activities

Investing activities:

Acquisition of property, plant and equipment
Other assets

Collected interest

Cash flows generated by investing activities

Financing activities:
Capital stock increase

Loans received

Reverse factoring

Payment of interest

Fiduciary rights

Cash flows generated by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The accompanying twenty notes are an integral part of these consolidated financial statements.

Years ended

December 31
2018 2017

524,703) $ 569,755)
1,296,782 1,161,416
1,836,374 1,260,885
1,274 775
(19,457) (26,527)
411,117 355,568
(530) (84,600)
- 5,605
3,000,857 2,103,367
(45,101) (668,159)
2,536 (400,649)
25,511 (133,015)
(214,788) (321,345)
(343,529) (79,272)
(169,316) 1,446
1,838,013 211,811
(74,121) 376,502
(24,013) (16,028)
3,996,049 1,074,658
(6,561,232) (4,564,803)
(3,841) 44915
19,457 26,527
(6,545,616) (4,493,361)
- 1,986,828
2,125,592 2,554,921
1,901,444 (295,250)
(1,363,699) (1,028,768)

(123,150) -
2,540,187 3,217,731
(9,380) (200,972)
56,392 257,364
47,012 $ 56,392
(6)



TOTAL PLAY TELECOMUNICACIONES, S.A. DE C.V. AND SUBSIDIARIES

(Subsidiary of Corporacién RBS, S.A. de C.V.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2018 AND 2017

Figures expressed in thousands of Mexican pesos, except as otherwise noted.

Figures in U.S. dollars expressed in thousands

NOTE 1 - DESCRIPTION OF THE GROUP:

a. Entity and activity:

Total Play Telecomunicaciones, S.A. de C.V. (the Company) was incorporated on May 10, 1989 under Mexican laws. The Company
is a 99% direct subsidiary of Corporacion RBS, S.A. de C.V (parent company at the last level of consolidation). The main businesses
activities of the Company and its subsidiaries are: (i) to install, operate and exploit public telecommunication networks and/or cross-
border links, through concession rights granted, as the case may be, by the Mexican Communications and Transportation Secretary
(SCT by its acronym in Spanish); (i) the sale, distribution, installation, lease and trading of telecommunication devices; (iii) the
operation of the concessions, authorizations or rights granted by the SCT; (iv) to provide restricted television/audio services, internet
access and fixed telephony services; (v) the leasing of dedicated links to corporate clients; and (vi) to provide local and international

long-distance services.

The Company has been granted the following concessions or amendments to the concessions by the Mexican Federal Government:

e  October 16, 1995 — concession to operate in the national and international long-distance segments, as well as to provide

value added services (the Concession Title).
e December 19, 2005 - basic local telephony services on a national basis, through the amendment of the Concession Title.
e  November 6, 2009 — an authorization was added to provide a restricted television/audio services through an amendment

to the Concession Title.

The Company is the controlling shareholder of the following entities:

% of direct or
indirect interest

Date of
Company incorporation 2018 2017
lusatel USA, Inc. (lusatel USA) 2001 100% 100% Participant in the long-distance market in the
United States of America.
Tendai, S.A. de C.V. April 3, 2013 100% 100% No operations.
Total Box, S.A. de C.V. March 5, 2014 100% 100% Lease of decoders.
Gesalm Consultores, S.A. de December 11, 2014 100% 100% Personnel services.
C.V.
Gesalm Asesores, S.A. de C.V. December 11, 2014 100% 100% Personnel services.
Gesalm Servicios, S.A. de C.V. May 12, 2015 100% 100% Personnel services.

The Company and its subsidiaries are henceforth jointly referred to as TPE Group.



b. TPT merger with subsidiary:

On June 30, 2017 the Company merged with its subsidiary Enlace TPE, S.A. de C.V. (Enlace), and Enlace ceased to exist.

As of the date of the merger, Enlace’s condensed statement of financial position was as shown below:

Assets:

Cash and cash equivalents $ 1,506
Customers 577,210
Other current assets 29,393
Total current assets 608,109
Property and equipment, net 191,091
Deferred income tax asset 62,087
Other non-current assets 2,208
Total non-current assets 255,386
Total assets $ 863,495
Liabilities:

Related parties $ 735,407
Unearned revenue and other liabilities 80,762
Total liabilities 816,169
Equity:

Capital stock 50
Retained earnings 47,276
Total equity 47,326
Total liabilities and equity $ 863,495

NOTE 2 — BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

a. Basis of preparation and presentation of the financial information

The accompanying consolidated financial statements were prepared under International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board (IASB).

IFRSs are comprised by the IFRS and by the International Accounting Standards (IAS), their Amendments and Interpretations to
both IFRS and IAS (IFRIC and SIC, respectively).

The preparation of the consolidated financial statements in compliance with the adopted IFRSs requires the use of certain critical
accounting estimates. It also requires TPE Group’s Management to use their judgment when applying TPE Group’s accounting
policies. The areas in which significant judgments and estimates have been made when preparing the consolidated financial
statements and their effect, are described in Note 2e.

The 2018 Company’s consolidated financial statements were approved by Mr. Alejandro Enrique Rodriguez Sanchez (Chief
Financial Officer, TPE Group) and by Mr. Gildardo Lara Bayén (Controlling Director, Grupo Salinas) on May 31, 2019. Said
consolidated financial statements will be subject to the Board of Directors’ and the Stockholders’ approval at their upcoming
meetings. The Stockholders can modify the financial statements after their issuance in accordance with the Mexican General Law
of Corporations.

b. Consolidated financial statements

TPE Group’s consolidated financial statements include the Company’s and all of its subsidiaries as of December 31, 2018 and
2017 (see Note 1). The Company controls a subsidiary when it is exposed or has the right to variable returns derived from its
involvement with the subsidiary and has the ability of affecting those returns through its power over the subsidiary. All of the
Company’s subsidiaries present their financial information for consolidation purposes as of December 31, 2018 and 2017, in
compliance with TPE Group’s policies.



All the operations and balances between the Company and its subsidiaries have been eliminated in consolidation, including
unrealized gains and losses in transactions between them. In those cases, in which an unrealized loss arises from an intercompany
sale of fixed asset, it is reversed in consolidation, in order to test the related asset for impairment from a consolidated perspective.
The reported amounts in the Company’s subsidiaries have been adjusted when necessary in order to assure the consistency with
TPE Group’s accounting policies.

The subsidiaries’ assets, liabilities and results are included or excluded in consolidation on the date those subsidiaries, were
acquired and up to the approval date of the disposal plan. Gains or losses and other items of the comprehensive income, are
recognized starting from the date of acquisition and up to the disposal date, considering that through the acquisition control is
obtained and it is lost at the time of the disposal.

Likewise, the subsidiaries’ financial statements were audited by independent auditors.

C. Functional currency

The consolidated financial statements are presented in Mexican pesos ($), the currency under which the Company and its Mexican
subsidiaries have to maintain their accounting records pursuant to Mexican law. Said currency is also the Company’s reporting
currency and functional currency.

d. Changes in accounting policies from the adoption of new IFRS and Improvements to IFRS

Following are the standards and improvements which may have an effect in TPE Group’s financial information, but which are not
yet in force as of the date of the accompanying consolidated financial statements. TPE Group is under an evaluation process in
order to assess the effect that these standards and improvements could have on its consolidated financial statements.

3 New standards, interpretations and modifications in force starting from January 1, 2018.
A. IFRS 15 “Revenue from contracts with clients” (IFRS 15).

IFRS 15 and Clarifications to IFRS 15 supersedes IAS 18 “Revenue”, IAS 11 “Construction contracts” and a number of
interpretations related to revenue. The effective date of adoption of IFRS 15 was January 1, 2018, and no effect on
retained earnings was determined. IFRS 15 requires assets and liabilities from noncancelable contracts to be presented
in the statement of financial position, and states that whether a client pays a consideration or the Group has the
unconditional right to receive a consideration before the assets or services are transferred to the client, said consideration
must be presented as a liability from the contract at the moment the payment is received or the consideration becomes
demandable. This implies that the pending rights and obligations derived from a contract, should be accounted for and to
be presented, on a net basis, either as a contract asset or a contract liability

B. IFRS 9 “Financial instruments”

IFRS 9 “Financial instruments” supersedes IAS 39 “Financial instruments: Recognition and measurement”. This standard
made important changes to the previous one regarding the classification and measurement of financial assets and
introduced a model of ‘Expected credit loss’ in order to recognize the impairment of financial assets. When IFRS 9 was
adopted, the Group applied the option that allows not restating prior periods. Differences arising from the adoption of
IFRS 9 related to the classification, measurement and impairment were not significant and were recognized in the
comprehensive income statement for the year 2018. IFRS 9 also contains new requirements for the application of the
hedge accounting. The new requirements seek to align the hedge accounting with the risk management activities by
increasing the eligibility of both hedged items and of hedge instruments, and by introducing an approach based more in
principles to assess the effectiveness of the hedge. For the assets derived from contracts with clients and arising from
IFRS 15 and for the trade receivables, the Group applies a simplified model of ECL recognition during the span of life of
the asset, since those items do not have a financing component. As of the date of initial application (January 1, 2018),
the Group’s financial instruments were classified as show non Note 13. There were no classification and measurement
related changes regarding the application of IFRS 9.



fi.

Effects of adopting IFRS 9

The consolidated financial statements as of December 1, 2018, were adjusted by TPE Group’s Management, in order to
recognize the adjustments from the adoption of IFRS 9, which became mandatory on January 1, 2018. The adjustment
related to the years prior to 2018, is presented as an adjustment to retained earnings in the statement of changes in
equity.

Balances as of January 1, 2018

Previously Adjustments from
reported application of new Adjusted
balances IFRS balances
Customers — Net $ 1,255,505 $ (23,192 $ 1,232,313
Retained losses (1,651,316) 23,192 (1,674,508)

New standards and amendments that went into effect beginning January 1, 2019.

A number of amendments, interpretations and improvements to the existing standards that could be applicable by TPE
Group are the following:

e Annual improvements to IFRSs 2015-2017 cycle.
IFRIC 23 “Uncertainty over income tax treatments”. Clarifies the accounting for uncertainties on income taxes.
Amendments to IFRS 9 “Prepayment features with negative compensation”.
Amendments to IAS 19 “Plan amendments, curtailment or settlement”.
Amendments to IAS 28 “Long-term interests in associates and joint ventures”.

These amendments do not represent changes in the accounting policies and do not have a significant impact on the
financial statements of TPE Group.

Annual improvements to IFRSs 2015-2017 cycle, published in December 2017, provided improvements to some IFRSs;
a summary of the addressed issues is as follows:

Standard Standard affected Nature of the amendment
An entity must measure at fair-value its previously held
IFRS 3 Business Combinations interest in a joint operation when it obtains control of the
business.
An entity must not measure at fair-value its previously held
IFRS 11 Joint Arrangements interest in a joint operation when it obtains joint control of the
business.
IAS 12 Income Taxes /-\cgounting trgatment of the tax consequences from a
dividend distribution.

Any borrowing costs (interest) originally incurred for
developing a qualified asset, must be treated as a part of the

IAS 23 Borrowing Costs general borrowing costs, when substantially all the
necessary activities for preparing the asset for use or sale,
have been completed.

New standards, interpretations and amendments which as of the date of the consolidated financial statements are
not in force, but for which early adoption is allowed.

As of the date of authorization of these consolidated financial statements, the following standards have been issued by
the IASB, but were not adopted early by TPE Group. Management anticipates that said standards will be adopted in the
first period beginning on or after the effective date of the pronouncement.

(10)
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A. IFRS 16 “Leases” (IFRS 16).

IFRS 16 will mainly affect the lessee’s accounting and will result in the recognition of almost all the leasing agreements
in the statement of financial position. IFRS 16 eliminates the current distinction between operating leases and capital
leases, and requires the recognition of an asset (the right of use of the underlying asset) and a liability representing the
obligation of the payment of the rent, for almost substantially all the leasing agreements. There are two reliefs provided
by IFRS 16 for low-value assets and short-term leases of less than two months.

The income statement will be also affected since the total expense will be higher during the first months of the related
agreement and lower during the last ones. Likewise, the nature of the expense will change from being an operating lease
expense to depreciation and interest expense, therefore having an impact in a number of key indicators, as the EBITDA.

Cash flows from operating activities will be higher, since cash repayments of the leasing liability are classified as part of
the financing activities. Only the portion of the payments that reflects interest can still be presented as cash flow from
operating activities.

IFRS 16 did not make any significant changes to the accounting for lessors. Some differences may arise as a result of
the new guideline on the definition of a lease. According to IFRS 16, an agreement is, or contains a lease, if said
agreement transfers the right to control the use of an identified asset for a period of time, in exchange for a consideration.

Effective January 1, 2019, TPE Group adopted IFRS 16 using the standard’s modified retrospective approach. Under this
approach, the cumulative effect of initially applying IFRS 16 is recognized as an adjustment to equity as of the date of the
initial application. Comparative information is not restated. Choosing this transition approach results in further accounting
policy decisions the Group needs to make since there are some other transitional reliefs that can be applied. These
related to those leases previously held as operating leases and can be applied on a lease-by-lease basis. TPE Group is
currently assessing the impact of applying these other transitional reliefs.

As of the date of these consolidated financial statements, the effects that TPE Group expects from the application of IFRS
16 are related to those lease agreements in which TPE Group is the lessee and which, under the criteria of IAS 17
‘Leases” in force as of that date, are considered as operating leases, and starting the application of IFRS 16 could be
accounted for with similar criteria to current capital leases.

B. Recognition of deferred taxes for unrealized losses — Amendments to IAS 12.

Amendments to IAS 12 clarify the accounting for deferred taxes when an asset is measured at fair value and said fair
value is below the tax basis of the asset.

Specifically, the amendments confirm the following:

o  Unrealized losses on debt instruments measured at fair value and measured at cost for tax purposes give rise
to a deductible temporary difference regardless of whether the debt instrument's holder expects to recover the
carrying amount of the debt instrument by sale or by use.

o The carrying amount of an asset does not limit the estimate of probable future taxable profits.

o  Estimates for future taxable profits exclude tax deductions resulting from the reversal of deductible temporary
differences.

o An entity assesses a deferred tax asset in combination with other deferred tax assets. Where tax law restricts
the utilization of tax losses, an entity would assess a deferred tax asset in combination with other deferred tax
assets of the same type.

C. Sales or contributions of assets between an investor and its associate/joint venture — Amendments to IFRS 10 and
IAS 28.

The IASB made limited amendments to the scope of IFRS 10 and IAS 28. Amendments clarify the accounting treatment
of the sale or contribution of assets between an investor and its associate or joint venture.

(1m
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It is confirmed that the accounting treatment depends on whether the non-monetary assets to be sold or contributed to
the associate or joint venture constitute a “business” (as defined by IFRS 3 “Business combinations”) or not.

When the non-monetary assets constitute a business, the investor will recognize the full gain or loss resulting from the
sale or contribution of the asset. If the asset does not meet the definition of business, the gain or loss is recognized by
the investor only by the percentage of interest held in the associate or joint venture by other investors. Amendments are
to be applied prospectively.

On December 2016, the IASB decided to defer indefinitely the effective date until the IASB finalizes its investigation
project on the equity method. However, it is not expected these amendments to have a significant impact on the TPE
Group’s consolidated financial statements.

e. Critical accounting estimates and judgments

The preparation of consolidated financial statements, in conformity with IFRS, requires TPE Group’s Management to make
estimates and judgments that affect the assets and liabilities reported amounts, the disclosure of contingent assets and liabilities,
as well as the amounts of revenue and expenses for the reported periods. Actual results may differ from those having been
estimated. The main estimates and judgments that have been identified are the following:

(i) Inventory and receivables allowances. TPE Group uses estimates to determine the inventory and receivables impairment
allowances. Some of the factors considered by TPE Group for calculating the inventory allowance are the installations
volume and the trends of demand of certain products. Some of the factors considered by TPE Group in order to determine
the receivables’ impairment allowance are the client’s risk related to its financial situation, unsecured accounts and the
portfolio aging in accordance with the credit conditions set (see Notes 4 and 6 for more detail).

(i) Property, plant and equipment. TPE Group reviews the estimated useful life of property, plant and equipment at the end
of each annual period, to determine those assets’ depreciation, and useful lives are determined in accordance with
technical studies prepared by specialized internal staff but external specialists may also participate. . The uncertainty
degree from to the useful lives’ estimates is related to the changes in the market and the use of the assets. Likewise, TPE
Group performs estimates of the recovered equipment value when a user cancels the service.

(i) Capitalization of cost of loans. TPE Group uses its judgment in order to determine: (1) the qualifying assets in which the
cost of loans will be capitalized; (2) the starting, suspension and ending periods of the capitalization, (3) the foreign
exchange losses that may be capitalized.

(iv) Impairment of long-lived assets. When performing the asset impairment tests, TPE Group makes estimates on the value
of use allocated to its property, plant and equipment, trademarks, and to cash generating units (CGU), in the case of
certain assets. Calculations of the value of use require TPE Group to determine the future cash flows that should proceed
from the CGUs and the adequate discount rate to calculate the present value. TPE Group uses cash flow projections
using estimates of the market conditions, prices, market share and volume of installations.

(v) Benefits to employees. Measurement of the liability for benefits to employees is performed by independent specialists
based on actuarial calculations. Some of the assumptions that may have an important impact, among other, are: (1)
discount rates, (2) expected salary increase rates, and (3) rotation and mortality rates based on recognized tables. A
change in the economic, labor or tax conditions could modify the estimates.

(vi) Deferred taxes. TPE Group has tax loss carry forwards and certain temporary differences, which are susceptible to be
used in the following years. Based on projected tax revenue and profit TPE Group is expected to generate in future years,
TPE Group’s Management has considered that a portion of current tax loss carry forwards and temporary differences will
be used before their expiration date and, therefore, it was considered appropriate to account a deferred tax asset from
those tax losses.
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(vii) Contingencies. TPE Group is subject to legal procedures on which the possibility of materialization as a payment
obligation is assessed, for which the legal situation as of the date of the estimate and the opinion of TPE Group’s legal
advisors is considered. Such assessments are periodically reviewed and in case that the payment obligation becomes
probable, the corresponding liability is accounted for.

(viii) Revenue recognition. TPE Group makes judgments regarding the moment in which revenues must be recognized based
on the executed contracts, the average installation time and the percentage of cancellations.

During the process of applying TPE Group’s accounting policies, Management has made the following judgment that have had the
most significant effects on the amounts reflected in the consolidated financial statements:

- ldentifying the performance obligations.

Both the provision of the service in a continuous, uniform, regular and efficient way of internet, television and telephony
through the different double and triple plans as well as the installation and cession of the necessary equipment for the
provision of the service, are considered a single performance obligation.

- Determining the compliance terms

TPE Group concluded that revenue from installation services should be recognized during the passage of time since the
customer receives and consumes simultaneously the benefits provided. The fact that another entity would not need to
make the installation made by TPE Group at the date, shows that the customer receives and consumes simultaneously
the benefits from the service provided by TPE Group as the compliance obligation is fulfilled.

- Considerations as principal or agent
Revenue derived from contracts with customers is recognized at the moment in which the control of the goods or services
are transferred to the customer for an amount reflecting the consideration TPE Group is entitled to in exchange of such

goods and services. In general terms, TPE Group has concluded that it performs as a principal in its contracts with
customers.

f. Consolidated statement of comprehensive income (loss)

TPE Group presents the consolidated comprehensive income (loss) in a single statement denominated “Consolidated statement of
comprehensive income (loss)”, which includes those items comprising net loss and other comprehensive income (OCl).

The expenditures shown in TPE Group’s consolidated statements of comprehensive income (loss) are presented in a combined
manner, since the grouping of costs and expenses allows knowing the different levels of income (loss). Additionally, TPE Group
presents the operating loss in its consolidated statements of comprehensive income (loss), since such presentation is a common
disclosure practice in the industry that TPE Group operates in.

g. Consolidated statements of cash flows

Consolidated statements of cash flows have been prepared by using the indirect method which consists in presenting firstly the
income or loss before tax provisions and then the changes in working capital, investment activities and lastly, financing activities.

h. Cash and cash equivalents

Cash and cash equivalents consist of petty cash funds, bank deposits and high-liquidity investments which may be easily converted
into cash and which are subject to a small risk of changes in their value.
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i. Financial instruments

Recognition, initial measurement and de-recognition

Liabilities are recognized on the negotiation date, which is the date in which TPE Group is committed to buy or to sell the financial
asset or financial liability and are initially measured at their fair value adjusted by the transaction cost, except the financial assets
and financial liabilities measured at fair value through profit and loss (FVTPL), which are initially measured at fair value.

Financial assets are de-recognized when the contractual rights to the cash flows of a financial asset expire, or when the financial
asset and all the substantial risks and rewards have been transferred.

A financial liability is de-recognized when extinguished, discharged, canceled or due. Financial assets and financial liabilities are
subsequently measured as described below.

Classification and initial measurement of financial assets

Except for accounts receivable from customers, which do not contain a significant financing component and are measured at the
price of the transaction in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted by the transaction
costs (in case that this applies).

Financial assets that are not designated, such as hedging instruments, are classified in the following three categories for
measurement purposes:

e  Amortized cost.

e  Fair value through profit or loss (FVTPL).

e  Fair value through other comprehensive income (FVTOCI).

The above mentioned classification is determined by considering the following:
o The entity’s business model for the management of the financial asset.
o The contractual features of the asset’s cash flows.

All revenues and expenses related with financial assets are recognized in the income statement and presented as part of financial
income, financial expenses or other financial operations, except for the impairment of accounts receivable from customers, which
is presented under operating expenses.

Subsequent measurement of financial assets

Financial assets at amortized cost Financial assets are measured at their amortized cost if those assets meet the following
conditions (and are not FVTPL designated):

e They are kept into a business model with the objective of holding the financial assets and to collect its
contractual cash flows.

e The contractual terms of the financial assets lead to cash flows that are only payments of principal and interest
on the outstanding balance.

If the financial asset fair value at the initial recognition date differs from the price of the transaction, the instrument is accounted for
by adjusting it and differing the difference between both values. Afterwards the deferred difference is recognized in the income
statement to the extent that a change arises that implies a change in the financial instrument value.

After the initial recognition, these assets are measured at their amortized cost by using the effective interest rate method. The
discount is omitted when the discount effect is immaterial. Cash and cash equivalents, receivables from related parties, and most
of the other accounts receivable are located under this financial instruments category.

Financial assets at fair value through profit and loss (FVTPL)Financial assets held in a business model different from ‘held to
collect’ or ‘held to collect and for sale’ are categorized at fair value through profit and loss. Likewise, regardless of the business
model, financial assets whose contractual cash flows are not only payments of principal and interest are accounted for as FVTPL.
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All the derivative financial instruments are under this category, except from those designated as hedge instruments, for which it is
applied the requirements of hedge accounting (see the corresponding paragraph).

Assets under this category are measured at their fair value with gains and losses recorded in the income statement. Fair value of
assets under this category is determined by reference to transactions in an active market or by using a valuation technique when
there is no active market.

Financial assets at fair value through other comprehensive income (FVOCI) TPE Group accounts for financial assets at FVOCI
if said assets comply with the following conditions:
e They are held under a business model with a goal of 'keep to collect and sale’ the associated cash flows, and
e The financial assets contractual terms result in cash flows that are only principal and interest payments of the
outstanding amount.

Any gain or loss recorded in other comprehensive income (OCI) will be recycled when the related asset is de-recognized.

As of December 31, 2018, TPE Group held financial assets measured at FVOCI for $6,606, which would have been classified as
financial assets held for sale’ under IAS 39. As of December 31, 2017, TPE Group did not have assets measured at FVOCI.

Financial assets classified as available for sale in accordance with IAS 39 (comparative periods) Financial assets available
for sale are non-derivative financial assets which are designated under this category or which do not qualify for any of the other
financial assets categories (FVTPL, held to maturity or loans and accounts receivable).

Financial assets available for sale include capital securities quoted in public markets. All available for sale assets were measured
at their fair value. Profits and losses were recognized in the comprehensive income statement and were included in equity accounts,
except for interest income and dividends, which were recorded in the income statement. When an asset was disposed of or was
been deemed as impaired, the accumulated gain or loss which was recognized in other items of comprehensive income was
reclassified to the retained earnings and was presented as a reclassification adjustment between the items of the comprehensive
income. Interest was calculated by using the effective interest rate and dividends were recognized in income under caption “interest
income”.

Asset impairment

The impairment requirements under IFRS 9 use more future information in order to recognize expected credit losses and said
requirements are comprised under the ‘expected credit loss (EPC) model'. This replaces the ‘incurred loss model’ under IAS 39.
The instruments under the scope of the new requirements include loans and other financial assets debt instruments at amortized
cost and at FVOCI, accounts receivable from clients, recognized assets from contracts with clients measured under IFRS 15 and
loan commitments and some financial guarantee contracts (for the issuer) measured at FVTPL.

Recognition of credit losses no longer depends on TPE Group identifying a credit loss event. Instead, TPE Group considers a
wider range of information when assessing the credit risk and measures the expected credit losses, including past events, current
conditions, as well as reasonable and backed up forecasts that affect the expected recovery of the instrument’s future cash flows.
When applying this approach, a distinction is made between:

e Financial instruments whose credit quality has not deteriorated significantly since their initial recognition or with
a low credit risk (‘Stage 1’), and

e Financial instruments whose credit quality has deteriorated significantly since their initial recognition or whose
credit risk is not low (‘Stage 2).

The Stage 3 would consider financial assets with a strong evidence of impairment as of the reporting date.

The ‘twelve month expected credit loss’ is recognized for the first category while the ‘asset’s lifetime expected credit loss’ is
recognized for the second category.

The measurement of the expected credit loss is determined through a weighted estimate of the default probability during the
expected lifetime of the financial instrument.
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Impairment under IAS 39

Up to the year 2017, the impairment of accounts receivable was based on the incurred loss model. Individually, significant accounts
receivable were considered impaired when overdue or when other objective evidence of default of the counterpart arose. Those
accounts receivable not individually deemed as impaired were grouped (by reference to the business unit internally assigned and
other shared credit risk features) and subsequently assessed for impairment. The impairment allowance was based on the historic
default rates of the counterpart for each identified group.

Accounts receivable from clients and other receivables and assets from contracts with clients

TPE Group uses the simplified approach in order to recognize the expected credit loss provision for their accounts receivable,
other receivable and assets from contracts with clients, and recognize the expected credit losses during the lifetime of the
instrument. Those are expected deficits in the contractual cash flows, considering the potential default at any time during the life of
the financial instrument. TPE Group uses its historic experience, external indicators and forecasted information to calculate the
expected credit losses through a provision matrix. TPE Group assesses impairment of accounts receivable from clients on a
collective basis, by grouping the portfolio based on the number of days overdue, since the receivables groups share similar credit
risk characteristics.

Classification and subsequent measurement of financial liabilities
Since the accounting for financial liabilities is largely the same under IFRS 9 as compared to IAS 39, financial liabilities of TPE
Group were not affected by the adoption of IFRS 9. However, for integrity purposes, the accounting policy is disclosed as follows.

Financial liabilities of TPE Group include financial debt, suppliers, related parties and other payables.

Financial liabilities are initially measured at their fair value and, when applicable, adjusted by the transaction costs, unless TPE
Group would have designated the financial liability at fair value through changes in profit or loss.

Subsequently, financial liabilities are measured at amortized cost by using the effective interest rate, except for financial liabilities
held for trading or that have been designated at fair value through profit or loss, which are kept in the books at fair value with gains
or losses recognized in profit or loss (that are not designated derivative financial instruments and which are effective as hedges).

All the charges related with interest and, if applicable, any change in fair value of an instrument is reported in income and are
included under ‘interest expense’.

Derivative financial instruments and hedge accounting

TPE Group applied prospectively the new accounting requirements for hedge accounting under IFRS 9. As of December 31, 2017,
TPE Group did not have any financial instruments qualified as hedges, while as of December 31, 2018, there were cash flow
hedges.

Derivative financial instruments are accounted for at FVTPL, except for those derivatives designated as hedging instruments in the
cash flow hedge relationships, which require a specific accounting treatment. In order to qualify for hedge accounting, the hedge
relationship must comply with all of the following:
e There is an economic relationship between the hedged item and the hedging instrument,
o The effect of the credit risk does not dominate the changes of value resulting from said economic relationship,
and
e The hedge index in the hedge relationships is the same as the resulting from dividing the amount of the hedged
item that the entity is really hedging by the amount of the hedging instrument that the entity really uses to hedge
said amount of the hedged item.

All the derivative instruments used in the hedge accounting are initially recognized at fair value and subsequently reported at fair
value in the statement of financial position. As long as the hedge is effective, changes in fair value of the derivatives designated as
hedges in the cash flow hedging operations are recognized under other comprehensive income and included in other equity
components.

Any ineffectiveness in the hedging relationship is immediately recognized in the income statement. At the moment that the hedged
item affects the results, any gain or loss previously recorded in the OCI is previously reclassified from equity to income and
presented as an adjustment inside the OCI. However, when the hedged item affects the income statement, any gain or loss
previously recognized in the OCl is reclassified from equity to profit and loss, and is presented as a reclassification in the OCI.
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However, if a non-financial asset or liability is recognized as a result of the hedged transaction, gains or losses previously recognized
in the OClI are included in the initial measurement of the hedged item.

If a forecasted transaction is not expected to occur, any gain or loss recognized in the OCI is immediately transferred to profit and
loss. If the hedge relationship ceases to comply with the effectivity conditions, the hedge accounting is discontinued and the related
gain or loss is kept in the equity accounts until the forecasted transaction occurs.

Accounts receivable from clients and other receivables

Accounts receivable from clients

Accounts receivable from clients represent amounts owed by clients, originated by the sale of telecommunication services carried
out in the ordinary course of business of TPE Group. When the amount owed is expected to be collected in a period of twelve
months or less from the date of report (or during the normal cycle of operations of the business, in case said cycle exceeds that
period, it is presented as a current asset). On the contrary, the amount is presented as a non-current asset. Accounts receivable
are presented at their realizable value, net of the expected credit loss allowance.

Other receivables

The other receivables refer mainly to advances for expenses, recoverable taxes and sundry debtors. Assets under this category
are presented as current assets, except if they are expected to be recovered in a lapse higher than twelve months from the date of

report, in which case they are classified as non-current assets.

e Accounts receivable

The accounts receivable represent the collection rights arising from the sale and installation services, mainly valuated at fair value
of the amount of the agreed consideration, and subsequently adjusted by the changes in fair value expected to be recovered,
derived from the agreed deductions and the recoverability estimates.

The increases and reductions of the estimates of recoverability are determined based on measurement studies and applied to
general expenses when determined and presented as part of the cost in the consolidated statement of comprehensive income
(loss).

The allowance for doubtful accounts represents the probable loss inherent to all accounts receivable due to the historic trends of
accounts receivable.

Those accounts in foreign currency are measured at the exchange rate prevailing at the end of the accounting period.
k. Inventories
Inventories are accounted for at their acquisition cost and are measured by using the weighted-average cost method, without

exceeding their net realizable value. The inventory obsolescence is assessed on a periodical basis and in case it arises, a charge
is accounted for in the statement of comprehensive income (loss).

l. Advance payments

Prepaid expenses represent benefits which are not yet transferred to TPE Group the risks inherent in the assets to be acquired or
the services to be received.

m. Property, plant and equipment

TPE Group’s Management decided to change the recording to the revaluation model for the fiber optic and decoders, since it is
considered it reflects their value in a better way, and consequently, as of December 31, 2017 those items are shown at their fair
value, as determined by independent appraisers, in the statement of financial position. The effect of change in the accounting policy
was an increase in property, plant and equipment and in “other comprehensive income” in equity of $939,425. Likewise, a
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modification in the useful life of the decoders was implemented starting January 1, 2018, adding three additional years to the useful
life considered up to December 31, 2017.

The average annual depreciation rates used by TPE Group for years 2018 and 2017 are the following:

2018 2017
% %
Communications equipment 10.0 10.0
Fiber optic 4.0 4.0
Decoders 12.5 20.0
Installation expenses 20.0 20.0
Computers 33.0 33.0
Vehicles 25.0 25.0
Leasehold improvements 5.0 5.0
Furniture and fixtures 10.0 10.0

n. Borrowing costs

Costs from borrowings directly attributable to the acquisition, construction or production of a qualifying asset are capitalized during
the time period necessary to complete and prepare the asset to its intended use or sale. Other borrowing costs are charged to
income when accrued and are reported under caption “interest expense” (see Notes 8 and 10). For the years ended December 31,
2018 and 2017, TPE Group capitalized borrowing costs which amounted to $1,022,724 and $557,332, respectively

0. Intangible assets
Trademarks

Trademarks represent the acquired rights to exploit certain intellectual property (names, logos, etc.).

Concessions

Those costs related to the acquisition of concessions rights from the Mexican government to provide long-distance services and
the lease of links through a public telephony network have been capitalized and are included under caption “Trademarks and other
assets”. Such costs are amortized by using the straight-line method during the initial term of each concession. The Mexican
government requires TPE Group to comply with certain specific provisions stated in each concession title. As of December 31,
2018 and 2017, TPE Group has fulfilled all of those requirements.

p. Long-lived assets assessment

TPE Group considers as long-lived assets its property and equipment and its concession rights.

TPE Group assesses the recoverability of its long-lived assets when the events and the circumstances indicate that their carrying
values exceed their value of use.

In order to perform the impairment tests, assets are grouped to the lowest level for which there is an adequate independent cash
inflow (cash generating units or CGU). As a result, assets are individually tested for impairment and some are tested at a CGU
level.

Those CGUs to which goodwill, intangible assets with indefinite life and intangible assets not available for use are tested for
impairment at least once a year. The rest of the individual assets or CGUs are tested for impairment if any event or changes in the
circumstances indicate that the carrying amount may not be recovered.

An impairment loss is accounted for in the amount for which the assets’ carrying amount exceeds its recovery value, which in turn
corresponds to the higher amount between fair value less selling expenses and the value of use. To determine the value of use,
Management estimates the expected future cash flows of each CGU and determines a discount rate to calculate the present value
of such cash flows. Data used when performing the impairment test are directly linked to TPE Group’s most recent authorized
budget, adjusted when necessary to exclude the effects of future reorganizations and asset reserves. Discount factors are
individually determined for each CGU and reflect their respective risk profiles as assessed by Management.
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CGU impairment losses reduce first the carrying amount of any goodwill assigned to the related CGU. The remaining impairment
loss is split pro rata between the long-lived assets of the CGU. Except goodwill, all the assets are subsequently assessed in order
to confirm that any impairment loss previously recognized no longer exists. An impairment charge may be reverted if the CGU
recoverable value exceeds its carrying amount.

Impairment test

For the impairment annual test, working capital assets, fixed assets, concessions and other intangibles were considered as a
single CGU, considering that TPE Group has its own assets to operate independently as an going concern and generates
economic cash flows and its own financial information, which allows its analysis individually.

The technique used in order to determine the recoverable value is the fair value less the disposal costs.
As of December 31, 2018 and 2017, TPE Group does not present impairment in its assets with indefinite and definite lives.
q. Leased assets

Capital leases

The economic property of the leased asset is transferred to the lessee if the latter assumes substantially all the risks and rewards
related to the property of the leased asset. The corresponding asset is recognized in the statement of financial position as an asset
and a liability for the same amount, which is the lower between the fair value of the leased asset and lease payments present value.
Payments are distributed in two parts: the financial cost and the reduction of the debt. Said financial cost will be distributed in the
period of the lease in a manner that a constant interest rate for each period on the outstanding debt is obtained.

Operating leases
Payments for an operating lease are accounted for as expenses based on the straight-line method through the lease term.
Associated costs such as maintenance and insurance are charged to income as incurred.

r. Financial debt

Financial debt is initially accounted for at fair value net of any operating expense directly attributable to the issue of the instrument,
by using the effective interest rate method, which ensures that any interest expense during the period through completion of the
payments resulting in a constant rate on the outstanding liability in the statement of financial position. Interest expense includes
initial transaction costs and premiums paid at the time of amortization, as well as any interest or coupon payable while the liability
remains outstanding.

S. Income taxes

IAS 12 "Income taxes" states that the tax incurred should be determined based on the tax rules and it is recorded in profit or loss
of the period to which it is attributable. The effects of deferred taxes consist in applying the applicable tax rate to those temporary
differences between the assets and liabilities carrying amounts and their tax values which are expected to materialize in the future,
related to: (i) deductible and taxable temporary differences, (i) the amounts of tax loss carry forwards, and (iii) unused tax credits.

A deferred income tax asset is only recognized if it is probable that there will be future taxable income to be offset against to. A
deferred income tax liability derived from investments in subsidiaries and associates is recognized, except when the reversal of the
related temporary differences can be controlled by TPE Group and is probable that the temporary difference will not be reverted in
the foreseeable future.

Assets and liabilities from deferred taxes are only offset when TPE Group has the right and intention to offset the assets and
liabilities from taxes of the same tax authority.

Deferred income tax assets are accounted for as long as it is probable that they may be used against future taxable income. This
is determined based on projections of TPE Group of the future operating results, adjusted by significant items which are reconciled
with the tax result and by the limits of use of tax losses or other unused tax credits. Liabilities from deferred taxes are entirely always
accounted for.
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The current tax for the year is determined in accordance with the tax rules in force.

The effect of changes in tax rates on the deferred taxes is accounted for in profit or loss of the period in which such changes are
approved.

t. Benefits to employees

Liabilities from benefits granted to the employees of TPE Group are determined as follows:

(i) Short-term benefits to employees are accounted for as expenses in profit or loss of the period and their liabilities
are expressed at their face value.

(ii) Retirement benefits under the defined benefits scheme require actuarial assumptions in order to measure the
acquired obligations and the expense corresponding to each period, and it is also possible to obtain actuarial
gains or losses. They are measured by applying the projected credit unit method, considering the present value
of the obligation and up to the date of the consolidated statement of financial position.

(iii) The interest rate used to discount post-employment benefits must be determined by using as reference the
market rate of high-quality corporate bonds in absolute terms in a deep market or, that failing, by using as
reference the market rate of government-issued bonds.

u. Provisions, contingent liabilities and contingent assets

Provisions are accounted for when present obligations, resulting from a past event, probably will lead to a cash outflow of TPE
Group and the amounts can be estimated with some ease. The time or the amount of such outflow can be yet uncertain. A present
obligation rises from the presence of some legal or constructive commitment resulting from past events, e.g.: product warranties
granted, legal controversies or onerous contracts.

Restructuring provisions are only accounted for if a restructuring formal plan has been developed or implemented and, management
has announced, at least, the main characteristics of the plan to the those affected persons or has begun the plan implementation.
No future operating losses are recognized.

Provisions are measured by the estimated required expense to settle the present obligation, in light of the most reliable available
evidence as of the date of the report, including the risks —and uncertainties associated to the current obligation. When there are a
number of similar obligations, the possibility that an expense is required for settling them is determined by considering them as a
whole. Provisions are discounted at their present value in cases in which the value of the money in time is material.

Any reimbursement that TPE Group considers that is going to be collected from a third party is considered as a separate asset.
However, such assets will not exceed the amount of the related provision.

In cases where it is considered a small probable or remote outflow of economic resources as a result of the current obligations, no
liability is accounted for unless a business combination is on course. In a business combination, contingent liabilities are recognized
as of the acquisition date if a present obligation arises from past events and fair value can be reliably measured, even if the
resources outflow is not probable. Subsequently, they are measured considering the higher amount between a comparable
provision as previously described and the recognized amount as of the acquisition date, less any amortization.

V. Equity
Capital stock represents the face value of outstanding shares.

Paid-in capital includes any premium received from a capital stock issue. Any transaction cost is reduced from the paid-in capital,
net from any related deferred tax benefit.

Retained earnings include all current and prior years’ earnings, decreased by transfers to other equity accounts.
All transactions with the controlling entity’s stockholders are accounted separately in equity.
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Dividend distributions payable to the stockholders are charged against retained earnings and are included in “other payables” when
dividends have been declared but remain unpaid as of the date of the report. As of December 31, 2018 and 2017, no dividends
have been declared.

Under caption “other comprehensive income” are recorded all the changes in equity which do not represent contributions by or
distributions to the stockholders and that are part of comprehensive income (loss).

W. Recognition of revenue, costs and expenses

Revenue from telecommunication services derive from the contracts executed between TPE Group and clients.

In certain cases TPE Group incurs in a number of incremental costs in order to obtain said contracts, e.g.: commissions paid to the
sales force or third-party agents. When the period of the contract exceeds one year, those costs are capitalized, otherwise the IFRS
15 practical approach is applied and they are expensed as incurred.

For revenue recognition purposes, TPE Group follows a five-step process:
(i) Identify the contract(s) with the client;
(i) Identify the performance obligations in the contract;
(i) Determine the transaction price;
(iv) Allocate the transaction price to the performance obligations;
(v) Recognize revenue when (or as) each performance obligation is satisfied.

TPE Group recognizes the contract liabilities when a payment is received before the performance obligation is satisfied and those
amounts are presented as ‘Contract liabilities’ in the statement of financial position. Similarly, if TPE Group satisfies a performance
obligation before payment is received, it is recognized either a contract asset or an account receivable in the consolidated statement
of financial position, depending on whether something else than just the passage of time is required before payment is enforceable

Revenue recognition is based on information generated by the billing systems, which include individual data such as the type of
package/type of service rendered, billing fees, and other conditions agreed with the clients.

Revenue is recognized as follows:

e Restricted television and audio service, internet access and fixed telephony service — the related revenue is recognized
when the service has been provided based on contracts with the subscribers.

e Dedicated links leasing — revenue is recognized when the service has been provided to the lessee based on the leased
capacity.

¢ Interconnection and long-distance service — these services are billed to other operators since they are billed to other
operators if they are ended at TPE Group’s network and are recognized when the service has been provided by TPE
Group. Interconnection rates are regulated by the Mexican Federal Institute of Telecommunications (IFT by its acronym
in Spanish).

Double and triple play revenues / Reconnection fees.

Double and triple play contracts offered to clients are basically bundles of internet access, fixed telephony and pay television
services, which fit the needs and taste of the subscriber; said contracts are comprised by a number of packages that range
depending on: megabit per second internet speed, number of T.V. channels, number of TVs connected, number of telephone lines,
and number of calls included in each package.

Costs of the contract for the installation of fiber optic until it reaches the premises of the subscriber, consisting of the expenses
incurred to carry the fiber optic at the subscriber’s premises, whose payment is one alone and only reflects the installation expenses;
it consists of a compliance cost of the contract that TPE Group expects to recover through the payment by the subscriber, thus, it
is considered a cost that may be capitalized.

Reconnection fees arise when the subscriber does not pay on time and wants to regain the service; these fees are stipulated in the
related contract.
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Internet access revenues

Internet agreements rule the provision of symmetric or asymmetric internet access through fiber optic; symmetric internet is when
the download and upload speeds are the same and the asymmetric internet is when there is a gap between the download and
upload speeds.

Dedicated internet access is a fixed-bandwidth connection between two points which is available 24/7 for sole use of the owner; its
download and upload capacities are the same and are assigned to a single client.

The provision of internet access, the installation fees and the cession of the equipment for the pay television service, are all
considered a single performance obligation since the service to be provided depends entirely on the installation of the equipment
in the place designated by the client, since such equipment runs exclusively on hardware and software of TPE Group.

Business-oriented services
Dedicated internet access is a fixed-bandwidth connection between two points which is available 24/7 for sole use of the owner; its
download and upload capacities are the same and are assigned to a single client.

LAN to LAN agreements set the conditions for the service that makes it possible for customers to create a logical Local Area
Network (LAN) structure between geographically separate sites, based in an Internet Protocol (IP). This allows the client to have
absolute control and security of the information.

An IP network agreement is a communication network that uses IP to send and receive data packets between one or more
computers. Multiprotocol Label Switching (MPLS) is a routing technique in telecommunication networks, it may be used to route
different kinds of traffic, including voice traffic and IP packages.

A cloud services agreement refers to Internet services provision where the client can store information as e-mail, files, etc., and
can remotely access it from any site.

The installation fees represent the recovery of the last mile expenditures incurred by TPE Group. Since there is a single payment
and this fee only reflects the connection cost expected to be recovered from the subscriber, TPE Group recognizes the revenue
upfront.

Interconnection and advertising services
The interconnection service consists in the physical and functional connection between the networks of different
telecommunications carriers, in order to allow their users to communicate with each other or to access other services.

Advertising service consists mainly in agreements through which TPE Group is obligated to transmit certain advertising material of
its clients in some of the pay T.V. channels in exchange of advertising of TPE Group transmitted through the client's own
infrastructure (movie theaters, pay T.V. channels, newspapers, etc.).

Revenues and costs are integrated as shown in Note 18.

Interest revenue is accounted for considering the effective interest rate applicable to principal pending amortization during the
corresponding accrual period.

Expenses are accounted for in line with their accrual, immediately under the assumption that cash outflows will not generate future
economic benefits or when they do not comply with the necessary requirements for being accounted for as an asset.

Interest revenue is accounted for using the effective interest rate method applied to the outstanding principal amount during the
corresponding accrual period.

Expenses are accounted for in accordance with their accruals, when disbursements will not generate future economic benefits or
when they do not meet the necessary requirements to be accounted for as an asset.

Revenue already collected for services not yet provided to the customer is deferred until such services are provided. As of
December 31,2018 and 2017, short-term and long-term unearned revenue amounted to $365,252 and $400,616, respectively, and
presented in the statement of financial position under the caption “unearned revenue”.
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X. Subscriber acquisition cost

This item represents the disbursements necessary to install the restricted television or audio service, as well as the dedicated links
in order to start providing services to customers and is mainly comprised by the following costs: (i) fiber optic, (i) installation
materials (external plant), (iii) set top boxes, and (iv) labor cost of the installation.

At the time of the installation such disbursements are capitalized and subsequently amortized during the expected life of the
subscriber (five years). If service is cancelled, the unamortized portion less the amount of the recovered equipment is charged to
profit or loss of the period.

y. Foreign currency transactions

Transactions in foreign currency are accounted for by using the exchange rates prevailing at the date of the transaction. Assets
and liabilities denominated in foreign currencies are translated into Mexican pesos by using the exchange rates prevailing at the
date of realization or valuation at the date of the consolidated statement of financial position; differences arising are recognized in
the consolidated statement of comprehensive income (loss) as foreign exchange gains or losses.

Note 14 shows the foreign exchange position, as well as the exchange rates used in the translation of those balances.

Z. Fair value calculation

TPE Group determines the fair value of certain financial instruments, such as derivatives and some components of property, plant
and equipment as of the date of reporting the financial statements. The detail of the fair value of financial instruments and of some
components of non-financial assets is included in the following notes:

e  Critical accounting estimates and judgments — Note 2e
e  Property, plant and equipment - Note 8
e Financial instruments (including those accounted for at amortized cost) - Note 13

Fair value is the price that would be received when selling an asset or paid to transfer a liability in an orderly transaction between
market participants at the date of measurement date. Fair value measurement assumes a transaction to sell an asset or to transfer
a liability takes place:

¢ Inthe principal market for the asset or liability; or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability.

Fair value measurement of an asset or liability is determined by using those inputs that a market participant would use at the time
of making an offer for the asset or liability, assuming that those participants act in their own economic interest.

Fair value of a non-financial asset takes into account the ability of the market participants to generate economic benefits derived
from the asset’s best and greater use or through the sale to other market participant that could make the best and greater use of
the asset.

TPE Group uses measurement techniques appropriate in the circumstances and for which sufficient data are available to measure
fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All the assets and liabilities, for which measurement or disclosures of their fair value are made, are categorized into the fair value
hierarchy described below, based on the lowest level input that is significant to the entire measurement:

o Level 1- Quoted market prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2- Inputs other tan quoted market prices included in Level 1 that are observable, either directly or indirectly.

e Level 3- Unobservable inputs for the asset or liability.
For those assets and liabilities recurrently measured in consolidated financial statements at their fair value. TPE Group determines
if transfers between levels have been deemed to have occurred through a review of their categorization at the end of the reporting
date (based on the lowest significant input for the fair value measurement).
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For the measurement of significant assets and liabilities, such as property, plant and equipment, assets held for sale and contingent
considerations, independent experts are hired. Criteria for the selection of independent experts considers their market knowledge,
reputation, Independence and professional due care.

aa. Comprehensive income (loss)

Comprehensive income (loss) includes TPE Group’s net income and any other effect which, due to specific accounting standards,
is accounted for in “other comprehensive results” and which does not represent an increase, decrease or distribution of capital
stock.

Comprehensive income (loss) caption included in the consolidated statement of changes in equity is the result of TPE Group’s
performance during the year.

bb. Reclassification

International Accounting Standard 8, “Accounting policies, changes in accounting estimates and errors”, that provides the particular
standards on presentation and disclosure of accounting changes and correction of errors, defines the retrospective application as
the recognition of the accounting change in periods prior to the date when this occurs, as of the treatment or adopted reclassification
had always been applied.

For the purpose of improving the clarity of the information it is necessary to proceed with changes in the presentation and grouping
of the items comprising the financial statements, that differ from those followed in preparing the financial statements issued as of
December 31, 2017, which must be reclassified pursuant to the new classification adopted as shown in the table below:

Year ended December 31, 2017

Figures previously

Statement of financial position: reported Reclassification Reclassified figures
Financial debt, short-term $ 1,634,347 $ (668,424) $ 965,923
Factoring to suppliers - 668,424 668,424

$ 1,634,347 $ - $ 1,634,347

Statement of cash flows:

Loans received $ 2,259,671 $ 295,250 $ 2,554,921
Factoring to suppliers - (295,250) (295,250)
$ 2,259,671 $ - $ 2,259,671

Up to December 31, 2017, Grupo TPE presented under caption “Financial debt, short-term”, the amount of $668,424 that, for the
financial statements as of December 31, 2018, comparative with 2017, Grupo TPE decided to recognize the amount before
mentioned under the concept “Factoring to suppliers”.

NOTE 3 — CASH AND CASH EQUIVALENTS:

Cash and cash equivalents are integrated as follows:

December 31

2018 2017
Petty cash funds $ 594 $ 590
Checking accounts 44,555 36,942
Short-term investments 1,863 18,860
Total cash and cash equivalents $ 47,012 $ 56,392
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NOTE 4 — ACCOUNTS RECEIVABLE FROM CUSTOMERS:

a. Accounts receivable are integrated in the following manner:

Restricted television and audio subscribers
Telecommunications operators
Other

Gross balance
Expected credit loss reserve

Total accounts receivable from customers — net

b. Gross balance ageing:

Up to 30 days

From 31 to 60 days
From 61 to 90 days
From 91 to 120 days
More than 121 days

Gross balance

c. Movements of the expected credit loss reserve:

Beginning balance
Increases
Write-offs

Ending balance

NOTE 5 - RELATED PARTIES:

Accounts payable to related parties are shown below:

Accounts payable:
TV Azteca, S.A.B. de C.V. and subsidiaries (b) (TVA)

Totalsec, S.A. de C.V. (Totalsec)
Grupo Elektra, S.A.B. de C.V. and subsidiaries (GEKT)
Procesos BOFF, S. de R.L. de C.V. (BOFF)

Servicios de Asesoria en Medios de Comunicacion GS, S.A. de C.V.

UPAX GS, S.A. de C.V. (UPAX)

Adamantium Private Security Services, S. de R.L. de C.V.
(Adamantium)

Others

Corporacion RBS, S.A. de C.V.

Total accounts payable due to related parties

December 31
2018 2017
1,496,202 $ 1,428,197
8,714 57,600
949 -
1,505,865 1,485,797
(263,815) (230,292)
1,242,050 $ 1,255,505
December 31
2018 2017
830,621 $ 1,137,651
194,903 77,574
101,306 44,724
45,023 27,290
334,012 198,558
1,505,865 $ 1,485,797
Years ended
December 31
2018 2017
230,292 $ 223,391
271,713 165,343
(238,190) (158,442)
263,815 $ 230,292
December 31
2018 2017
63,554 $ 6,528
62,005 22,843
53,566 8,164
27,137 31
16,342
14,345 6,572
2,510 2,486
1,567 -
168,891
241,026 $ 215,515
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Additionally, the following operations with related parties have been included in the consolidated statement of comprehensive
income (loss):

Years ended

December 31
2018 2017
Revenues $ 88,249 $ 95,687
Costs 39,338 29,846
Operating expenses 216,892 313,959
Interest expense 30,727 46,140
Fixed assets acquisitions 136,033 309,540
Unearned revenues 335,759 299,974

Transactions with Grupo Salinas companies

TPE Group provides fixed telephony services, internet and link rent to GEKT and TVA.

In turn, services received by TPE Group from the Grupo Salinas’ companies are:
e  GEKT - leasing and administrative services.

TVA - advertising and leasing.

Adamantium — surveillance and security.

BOFF, S. de R.L. de C.V. — administrative services.

Totalsec — information security services.

UPAX — marketing, polls, market research, among other services.

NOTE 6 — INVENTORIES:

a. Inventories were comprised as follows:
December 31
2018 2017
Setup boxes $ 601,795 $ 144,011
Installation materials warehouse 366,444 337,780
Setup boxes under capital leases 13,697 144,762
Gross balance 981,936 626,553
Obsolescence allowance (27,662) (15,808)
Total inventories — net $ 954,274 $ 610,745
b. The movements of the obsolescence allowance were as follows:
December 31
2018 2017
Beginning balance $ 15,808 $ 14,831
Increases 11,995 18,022
Write-offs (141) (17,045)
Ending balance $ 27,662 $ 15,808
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NOTE 7 — ADVANCE PAYMENTS:

This item was integrated as follows:

December 31

2018 2017

Prepaid maintenance $ 60,094 $ 33,940
Prepaid advertising 34,557 6,827
Monitoring service 32,074 -

Prepaid interest 28,177 -

Guaranty deposits 22,294 5,145
Telephony services 13,852 -
Prepaid insurance 10,191 8,502
Prepaid rents 9,458 4,674
Unamortized financial costs - 5413
Other 26,029 2,909
Total prepaid expenses $ 236,726 $ 67,410

NOTE 8 — PROPERTY, PLANT AND EQUIPMENT - NET:
a. At December 31, property, plant and equipment — net, consisted of the following:
December 31
2018 2017

Fiber optic $ 6,957,172 $ 4,634,919
Telecommunications equipment 5,831,931 5,079,605
Decoders 4,766,274 3,055,222
Installation expenses 4,239,635 2,662,696
Software licenses 1,234,459 992,544
Computers 710,403 544,765
Machinery and laboratory equipment 708,433 560,383
Vehicles 244,282 212,365
Leasehold improvements 136,867 118,870
Furniture and fixtures 113,888 87,161
Gross depreciable balance 24,943,344 17,948,530
Accumulated depreciation (7,017,346) (4,609,678)
Net depreciable balance 17,925,998 13,338,852
Land 6,633 533
Projects in-progress 365,997 508,443
Total property, plant and equipment, net $ 18,298,628 $ 13,847,828

TPE Group has guaranteed the tax credit mentioned in Note 15¢ with certain of these assets amounting up to $789,811, related to

the tax claimed amount described in the note 15c.

The carrying value of property, plant and equipment are subject to an annual impairment test (Note 2p).
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b. The reconciliation of balances for the years ended December 31, 2018 and 2017 is as follows:

2018 2017
Beginning balance $ 13,847,828 $ 10,208,569
Purchases, net of disposals 6,561,232 4,564,803
Effect of the change from the cost model to revaluation model - 939,425
Capitalized borrowing costs 1,022,724 557,332
Depreciation and acquisition cost of subscribers (3,133,156) (2,422,301)
Ending balance $ 18,298,628 $ 13,847,828
c. Depreciation expense was $3,133,156 and $2,422,301 for 2018 and 2017, respectively.
NOTE 9 — TRADEMARKS AND OTHER ASSETS - NET:
Trademarks and other assets — net, are integrated as follows:
December 31
2018 2017
Trademarks (a) $ 140,000 $ 140,000
Guaranty deposits 37,092 21,630
Prepaid commissions - 7,297
Concession rights - 4,325
Total trademarks and other assets - net $ 177,092 $ 173,252
a. This asset comprises several trademarks (commercial names, logos, etc.) acquired in the amount of $140,000. The

mentioned trademarks were considered assets with indefinite life, and therefore, not amortized.

b. The carrying amount of the trademarks and the concession rights is subject to annual impairment tests (Note 2p).

NOTE 10 — FINANCIAL DEBT:

As of December 31, TPE Group had the following outstanding financings:

2018
Short-term Long-term Total
a. Loans from Capiprom, S.A. de C.V. (Capiprom) $ 763,320 $ 3496680 $ 4,260,000
b. Financings from FGS Bridge, S.A. de C.V. SOFOM, E.N.R. (FGS) 400,389 2,191,281 2,591,670
c. Socio Plus financing 472,556 1,177 444 1,650,000
d. Financing from The Export and Import Bank of China (Eximbank of China) 137,838 613,473 751,311
e. Unifin Financiera, S.A.B. de C.V. (Unifin) — Capital leases 249,272 697,669 946,941
f. Loans from QH Productos Estructurados, S.A.P.I. (QH) - 715,000 715,000
g. Financing from Arrendadora Internacional Azteca, S.A. de C.V. (AlA) 211,231 383,963 595,194
h. Loan from Sentir Comun México SOFOM, S.A. de C.V. (Sentir Comun) - 300,000 300,000
i. Analistas en Recursos Globales, S.A.P.I. de C.V. (ARG) - Capital leases 72,627 94,798 167,425
j. Hewlett Packard Operations México, S. de R.L. de C.V. (HP) — Capital leases 36,382 83,302 119,684
Valor Agregado en Arrendamiento, S.A. de C.V. - Capital leases - 46,458 46,458
Rendago, S.A. de C.V. - Capital leases 2,564 12,703 15,267
Transaction costs (23,474) (39,180) (62,654)
Total debt accounted for at amortized cost $ 2322705 $ 9,773591 $ 12,096,296
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2017

Short-term Long-term Total
a. Loans from Capiprom, S.A. de C.V. (Capiprom) $ - $ 3,900,000 $ 3,900,000
b. Financings from FGS Bridge, S.A. de C.V. SOFOM, E.N.R. (FGS) 83,247 2,643,997 2,727,244
¢. Socio Plus financing 38,889 961,111 1,000,000
d. Financing from The Export and Import Bank of China (Eximbank of China) 174,825 715,777 890,602
g. Financing from Arrendadora Internacional Azteca, S.A. de C.V. (AlA) 323,070 443,970 767,040
e. Unifin Financiera, S.A.B. de C.V. (Unifin) — Capital leases 229,454 268,422 497,876
j. Hewlett Packard Operations México, S. de R.L. de C.V. (HP) — Capital leases 24,055 86,895 110,950
i. Analistas en Recursos Globales, S.A.P.I. de C.V. (ARG) - Capital leases 15,068 43,943 59,011
k. Netgem México, S.A. de C.V. (Netgem) - Capital leases 98,850 - 98,850
Transaction costs (21,535) (58,804) (80,339)
Total debt accounted for at amortized cost $ 965923 § 9,005,311 § 9,971,234
Maturities of long-term portions are the following:
Face Transaction Amortized
Year value costs cost

2020 3,808,533 3 20,869) 3,787,664

2021 2,911,629 (11,657) 2,899,972

2022 2,099,689 (5,443) 2,094,246

2023 827,531 (975) 826,556

2024 and thereafter 165,389 (236) 165,153

9,812,771 $ 39,180) 9,773,591

a. Loans from Capiprom

e On December 23, 2016, the Company and Enlace TPE, S.A. de C.V. (Enlace), Capiprom, BAZ and Afianzadora CBL
Fiducia, S.A. de C.V. entered into an irrevocable guaranty, administration and source of payment trust agreement.
Capiprom resources contributed as part of the trust patrimony. Also, the Company and Enlace contributed with the
present and future cash flows derived from services provided to certain customers in the ordinary course of business (the
Collection Rights) as part of the trust.

e Inturn, the Company received loans that amounted to $4,200,000, which cash flow and debt service is guarranty by trust
mention in the previous paragraph.

e The Company is obliged to deposit the collection derived from the Collection Rights during the two business days after
the money has been received in a bank account of the trust.

e The loan agreement provides several obligations to do and not-to-do, among them, the creation of a reserve fund
equivalent to three months of principal and interest payments.

e The contributions to the trusts are shown in the statement of financial position under caption “fiduciary rights”.

e  The main features of the loans are described below:

F/1136-2 F/1136-3 F/1136-8 F/1136-13

Principal: $ 1,200,000 $ 1,500,000 $ 1,200,000 $ 300,000
Annual interest rate: 28-day TIIE* plus 28-day TIIE plus 28-day TIIE plus 28-day TIIE plus

600 bps 600 bps 600 bps 600 bps
Beginning: 25/05/2017 25/05/2017 071122017 11/05/2018
Ending: 30/04/2023 30/04/2023 30/04/2023 30/04/2023
Grace period: 2 years 2 years 2 years 2 years
Guaranty: Collection rights Collection rights Collection rights Collection rights

* TIIE is the acronym in Spanish for the Mexican interest rate denominated “Tasa de Interés Interbancaria de Equilibrio”.
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Additionally, TPE Group obtained a loan amounting to $60,000, bearing interest at a fixed annual rate of de 10%, and due on
July 31, 2019 (single bullet payment).

C.

Financings from FGS

The Company, two of its subsidiaries (Enlace TPE, S.A. de C.V. and Total Box, S.A. de C.V.), FGS and Banco
Azteca, S.A. Institucion de Banca Multiple, executed irrevocable administration and payment source trust
agreements. FGS contribute with resources as a part of the trust and the companies of TPE Group delivered
the present and future collection rights derived from the domiciled charges (through credit cards) made to their
customers for services provided during the ordinary course of business as a part of the trust.

The loan agreements establish a number of obligations to do and not-to-do, among them, to manage a reserve
fund in the trusts, equivalent to three months of principal and interest payments. Likewise, the companies of
TPE Group agreed to instruct the financial institutions which receive the resources derived from the collection
rights ceded to the trusts, in order to be transferred to the trusts the next business day after the money has
been received

The principal amount owed was $2,591,670 as of December 31, 2018 and 2017.

The contributions to the trusts are presented in the statement of financial position under caption “fiduciary
rights”.

The main features of the loans are described below:

F/1136-1 F/1136-7
Principal: $ 2,291,670 $ 300,000
Annual interest rate: 28-day TIIE plus 655 bps 28-day TIIE plus 655 bps
Beginning: 25/05/2017 09/11/2017
Ending: 30/04/2023 30/04/2023
Grace period: 2 years 2 years
Guaranty: Collection rights Collection rights

Socio Plus financing

Under a scheme similar to the one described in the paragraph b. above, the Company executed two trusts that issued securitization
debt (certificados bursatiles), which was acquired with resources from trust F1123 constituted in BAZ account denominated “Socio
Plus” and which had the following features as of December 31, 2018:

F/1136-4 F/1136-10
Principal: $ 700,000 $ 500,000
Annual interest rate: 28-day TIIE plus 500 bps 28-day TIIE plus 350 bps
Beginning: 15/08/2018 25/04/2018
Ending: 25/04/2021 23/12/2020
Grace period: 18 months 18 months
Guaranty: Collection rights Collection rights

Financing from the Eximbank of China

(i) Loan

On August 14, 2015, a loan agreement was entered into between the Eximbank of China (grantor); the Company, Enlace
TPE, S.A. de C.V. and Total Box, S.A. de C.V. (debtors); CASA (guarantor) and Corporacién RBS, S.A. de C.V. (credit

support).

Through said agreement, the Eximbank of China granted a credit facility up to U.S. $80,000 to fund the purchase of
certain goods and services for the expansion of TPE Group’s network in Mexico. Each disbursement should not be less

than U.S. $5,000.
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e Principal must be paid through eleven successive semiannual coupons equivalent to U.S. $7,273. Payments in advance
are allowed but should not be lower than U.S. $2,000.

e Before each disbursement, TPE Group must deliver sufficient documentary and physical evidence proving the purchase
of the qualifying goods and services under the credit agreement.

e Interestis accrued at a rate equivalent to the 6-month LIBOR plus 500 basis points.

e The loan agreement establishes a number of obligations to do and no-to-do.

e Asof December 31, 2018 and 2017, the Company was in breach of the Eximbank of China Loan provisions relating to
the minimum cash balance, indebtedness limit and to the sale of certain assets; however, the representatives from the
Eximbank of China have confirmed to TPE Group’s Management that the conditions that will prevail are those in force
prior to the defaults and, consequently, the Eximbank of China would not call the loan. On March 20, 2019, TPE Group’s
Management decided to repay the loan from the Eximbank of China (see note 20).

e. Capital leases with Unifin

e OnJune 13,2017, the Company entered into a Framework Agreement regulating the equipment lease transactions to be
carried out.

During 2018 and 2017, several annexes were formalized with a duration of 48 months.

The interest rate is fixed.

The maturities range from 2021 to 2023.

The outstanding balance as of December 31, 2018 and 2017 was $946,941 and $497,876, respectively.

f. Loans from QH

TPE Group has received two loans from QH as shown below:

F/1136-14 F/1136-20
Principal: $ 400,000 $ 315,000
Annual interest rate: 28-day TIIE plus 650 bps 28-day TIIE plus 600 bps
Beginning: 20/06/2018 15/11/2018
Ending: 31/05/2024 31/05/2024

g. Financing from AIA

The indebtedness owed to AlA is comprised as shown below.
(i) Loans

(1) Loans in Mexican pesos.
As of December 31, 2018, the loans were integrated as follows:

Principal: $ 110,000 $ 96,621 $ 55,000
Annual interest rate: 28-day TIIE plus 550 bps 28-day TIIE plus 550 bps 28-day TIIE plus 550 bps
Beginning: 31/12/2016 31/12/2018 28/12/2018
Ending: 01/12/2020 31/12/2020 31/12/2020

(2) Loansin U.S. dollars

e The remaining portion as of the execution date of the Amending Agreement (U.S. $15,332) was kept
in U.S. dollars and the conditions agreed for the Original Loan were maintained, and are described
below.
Principal amortizations were made on December 31, 2017 and 2018.
Interest is calculated at an annual fixed rate of 7.05%.
The Company is allowed to prepay the loan without incurring penalties.
If the Company does not repay on time the loan, a penalty interest will be charged equivalent to two
times the ordinary interest rate applied to the unpaid portions.
e  Asof December 31, 2017, the outstanding balance was equivalent to $90,391.
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h.

(ii) Capital leases

e Starting January 6, 2015, TPE Group and AlA entered into a Master Leasing Agreement for the purchase of
telecommunications equipment and vehicles.

e  Such agreement establishes that equipment may be purchased by TPE Group at the end of the forcible term,
or the lease period may be extended.

e Annual interest rates applicable to the different leases under the Master Leasing Agreement range from 9%
and 12%.

e Lease payments are made monthly and will end in year 2021.

e Incase of default a penalty interest will be charged, equivalent to 1.5 times the ordinary interest rate

e Asof December 31, 2018 and 2017, the outstanding balances under this facility were $337,579 and $511,649,
respectively.

Loan from Sentir Comun

TPE Group received a loan from Sentir Comun with the following features:

F/3610-18
Principal: $ 300,000
Annual interest rate: TIIE a 28 dias mas 350 bps
Beginning: 17/08/2018
Ending: 31/08/2025

Capital leases with ARG

The Company executed with ARG a Capital Lease Agreement for computer equipment on December 31, 2017.
The payments of the lease are made monthly and will end on December 7, 2021.

The interest rate is fixed.

The outstanding balances as of December 31, 2018 and 2017 were $167,425 and $59,011, respectively.

Capital leases with HP

The Company executed with HP two capital lease agreements for computers.

The beginning dates were November 30 and December 31, 2017, respectively.

The payments of the lease are made monthly and will end on April 30, 2021 and March 31, 2021, respectively.
The interest rate is fixed.

The outstanding balances as of December 31, 2018 and 2017 were $119,684 and $110,950, respectively.

Capital leases with Netgem

During 2017, the Company executed several capital leases for decoders with Netgem.
The payments of the lease are made monthly and have a mandatory 18-month term.
The interest rate is fixed.

The outstanding balance as of December 31, 2017 was $98,850
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NOTE 11 — BENEFITS TO EMPLOYEES:

a. Liability from benefits to employees:

The liabilities derived from benefits to employees and other remunerations to personnel recognized in the consolidated
statements of financial position are comprised as follows:

2018
Seniority Legal
premium compensation Total
Defined benefits obligation (DBO) $ 5835 § 11,552 $ 17,387
Assets of the plan - - -
Unamortized items - - -
Net projected liability $ 5835 § 11552 § 17,387
2017
Seniority Legal
premium compensation Total
Defined benefits obligation (DBO) $ 4179 §$ 8,651 $ 12,830
Assets of the plan - - -
Unamortized items - - -
Net projected liability $ 4179 § 8651 §$ 12,830
b. Adjusted net cost for the period:
Expense for the period accounted for consists on the following:
2018
Seniority Legal
premium compensation Total
Current services labor cost $ 3192 $ 6,454 $ 9,646
Financial cost 322 653 975
Seniority recognition 1,338 1,945 3,283
Advanced reductions and liquidations - - -
Immediate actuarial recognition (3,195) (5,813) (9,008)
Total $ 1657 § 3239 § 4,896
2017
Seniority Legal
premium compensation Total
Current services labor cost $ 2392 § 6,288 $ 8,680
Financial cost 180 471 651
Seniority recognition 677 1,463 2,140
Advanced reductions and liquidations (2,741) (7,955) (10,696)
Immediate actuarial recognition 1,392 2,418 3,810
Total $ 1,900 § 2685 § 4,585
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C. Reconciliation of the DBO balance:

2018 2017
DBO beginning balance $ 12,829 $ 8,245
Current services labor cost 9,645 8,680
Financial cost 975 651
Actuarial (gains) losses for the period (918) (6,886)
Seniority recognition (5,145) 2,140
DBO ending balance $ 17,386 $ 12,830

d. Main assumptions:

The main assumptions used in the calculation of the net cost for the period were the following:

Nominal annual rates: 2018 2017
Minimum salary 4.00% 4.00%
Career salary 5.80% 5.80%
Discount 8.90% 7.70%
Average working life expectancy 15 years 15 years

NOTE 12 — INCOME TAXES:

The provision for taxes on income (income tax or IT) for years ended December 31, 2018 and 2017, is the following:

2018 2017
Income tax provision:
Incurred ($ 24,013) ($ 16,028)
Deferred 315,010 (217,059)
$ 290,997 ($ 233,087)

a. Incurred income tax:

Income tax rate was 30.00% for years ended December 31, 2018 and 2017. For years ended December 31, 2018 and 2017, the

Company generated tax losses that amounted to ($1,121,042) and ($620,342) nominal, respectively.

For year ended December 31, 2018, the Companys subsidiaries generated tax profits for $80,045 and tax losses for ($373,637).
For year ended December 31, 2017, the Company's subsidiaries reported tax profits for $34,218 and tax losses for ($142,178).

b. Deferred income tax:

Tax loss carry forwards and temporary differences that TPE Group recognized in the calculation of deferred income tax were the

following:
December 31,
2018 2017
Tax loss carry forwards $ 4,627,300 $ 3,534,133
Property, plant and equipment and concessions (1,654,772) (1,664,582)
Accounts payable 389,102 162,935
Accounts receivable impairment allowance and obsolete inventory allowance 291,477 246,100
Benefits to employees 17,388 12,829
Other assets - (155,930)
Tax loss carry forwards and temporary differences 3,670,495 2,135,485
Income tax rate 30.00% 30.00%
Net deferred tax asset 1,101,148 640,646
Measurement allowance (709,749) (564,257)
Deferred income tax asset $ 391,399 $ 76,389
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As of December 31, 2018 and 2017, TPE Group’s Management decided not to recognize the deferred tax asset for the total amount
since the realization of such deferred tax assets is dependent, first, on the generation of sufficient taxable profit before the expiration
of the tax loss carry forwards; consequently, the balance of the tax asset was adjusted to the taxable profit expected to be generated

in the following years (Note 2s).

Inflation-restated tax loss carry forwards as of December 31, 2018 are as follows:

Year or origin

Tax loss carry forwards

Expiration year

2011 $ 977,392
2013 164,532
2014 121,683
2015 155,818
2016 1,276,592
2017 436,604
2018 1,494,679

) 4,627,300

2021
2023
2024
2025
2026
2027
2028

The reconciliation between the income tax nominal rate and the effective rate is the following:

Nominal income tax rate
Effect on the tax incurred:
Non-deductible expenses
Difference between carrying amount and tax depreciation
Annual inflation adjustment
Difference in tax and accounting treatment of revenues
Expected credit loss reserve
Deduction of paid statutory profit-sharing
Anticipated deduction of investments
Effect on deferred tax:
Temporary items
Effective IT rate

NOTE 13 — FINANCIAL INSTRUMENTS:

a) Fair values

2018 2017
% %
30.00 30.00
(37.49) (22.55)
19.21 (15.86)
(38.85) (4.43)
21.85 (9.15)
(4.13) 4.71

0.13 -
90.44 54.62
(25.42) (78.27)
55.74 (40.93)

Fair values of financial instruments were determined by TPE Group using information available in the market and other valuation
techniques that require Management’s judgment. Moreover, the use of different assumptions and valuation methods can have a

material effect on the estimated amounts of fair value.

Financial instruments which, after their initial accounting, are quantified at their fair value are grouped in Levels from 1 to 3 based

on the degree to which fair value is observed, as shown below:

e Level 1-valuation based on prices quoted in the market (unadjusted) for identical assets or liabilities;
e Level 2 - valuation with indicators other than the quoted prices included in Level 1, but include observable indicators for

an asset or liability, either directly (quoted prices) or indirectly (derivations of these prices); and

e Level 3-valuation techniques are applied that include indicators for assets and liabilities that are not based on observable
market information (unobservable indicators).
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As of December 31, 2018 and 2017, financial assets and liabilities are classified as follows:

As of December 31, 2018
Financial Assets:

Cash and cash equivalents
Customers

Derivative financial instruments designated

as hedges

Financial Liabilities:
Total financial debt
Interest payable
Trade payables
Reverse factoring
Other payables
Related parties

As of December 31, 2017
Financial Assets:

Cash and cash equivalents
Customers

Other receivables

Financial Liabilities:
Total financial debt
Interest payable
Trade payables
Reverse factoring
Other payables
Related parties

b) Hedging activities and derivatives

Amortized
cost FVTPL FVOCI Total
$ 47,012 $ $ 47,012
1,242,050 - - 1,242,050
- 44 6,562 6,606
$ 1,289,062 $ 44 $ 6,562 1,295,668
$ 12,096,296 $ $ $ 12,096,296
99,331 - - 99,331
4,219,019 - - 4,219,019
2,569,868 - - 2,569,868
594,193 - - 594,193
241,026 - - 241,026
$ 19,819,733 $ $ $ 19,819,733
Loans and accounts
Available for receivable and other
sale Held for trading liabilities Total
Fair value Amortized cost
$ - $ $ 56,392 $ 56,392
- 1,255,505 1,255,505
- - 2,536 2,536
$ - $ $ 1,314,433 $ 1,314,433
$ - $ $ 9,971,234 $ 9,971,234
- 29,189 29,189
- 2,794,732 2,794,732
- 668,424 668,424
- 949,768 949,768
- - 215,515 215,515
$ - $ $ 14,628,862 $ 14,628,862

Derivatives not designated as hedges

TPE Group uses foreign currency loans and foreign currency purchases/sales in order to manage some of the risks related to their
transactions. Installment purchases/sales of foreign currency are not designated as cash flow hedges, and they are agreed for
periods consistent with the foreign exchange risk exposure of the related transactions, generally between 1 to 24 months.

Cash flow hedges
Foreign exchange risk

Installment purchases of foreign currency, measured at fair value with changes through other comprehensive income, are
designated as hedges of the cash flows from expected sales in U.S. dollars. These expected transactions are highly probable and
comprise a high percentage of the total expected purchases in U.S. dollars.
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Although TPE Group has other installment purchases/sales of foreign currencies with the intention of mitigating the foreign
exchange risk of expected purchases and sales, these other agreements are not designated as hedges and are consequently
measured at fair value through profit and loss.

The balances of installment purchases/sales of foreign currency vary depending on the level of expected sales and purchases in
foreign currency and on foreign exchange rates.

2018
Derivative: Asset Liability Net
Bonus swap (IRS) $ 7,802 $ - $ 7,802
Foreign exchange options (FX options) 3,460 - 3,460
Interest rate hedge (rate CAP) - 4,656 (4,656)
Mark-to market at the closing period $ 11,262 $ 465 § 6,606

The terms of the installment purchases/sales of foreign currency match with the highly probable expected transactions.
Consequently, there is no inefficiency to be recognized in the income statement.

Cash flow hedges of expected future purchases during 2018, were assessed as highly efficient and an unrealized gain of $4,205
was recorded in OCI. As of December 31, 2017, no cash flow hedges were contracted.

The amount transferred during 2018 from OCI to the carrying value of the hedged elements was $44 and shown in Note 13a. It is

expected that some of the amounts included in OCI as of December 31, 2018 become due and affect the income statement during
2019.

NOTE 14 — FINANCIAL RISK MANAGEMENT:

Activities with financial instruments presume the assumption or transfer of one or various types of risks by the entities that trade
with them. The main risks associated with financial instruments are:

o  Credit risk: likelihood that one of the parties to the financial instrument contract fails to meet its contractual obligations
due to reasons of insolvency or inability to pay and results in a financial loss for the other party.

e  Market risk: likelihood that losses are generated in the value of the positions maintained, as a result of changes in the
market prices of financial instruments. In turn, it includes three types of risks:

- Interest rate risk: this arises as a consequence of variations in market interest rates.

- Foreign exchange rate risk: this arises as a consequence of variations in exchange rates between currencies.
Price risk: this arises as a consequence of changes in market prices, or due to specific factors of the instrument
itself, or due to factors that affect all instruments traded on a concrete market.

e Liquidity risk: likelihood that an entity cannot meet its payment commitments or, in order to meet them, it has to resort to
obtaining funds in encumbering conditions or placing its image and reputation at risk.

a. Credit risk management — it is caused mainly by liquid funds and trade accounts receivable for providing
telecommunication services.

TPE Group’s policy is to operate with banks and financial institutions with the highest credit ratings granted by credit
rating agencies to reduce the possibility of counterparty non-performance. With respect to trade accounts receivable,
TPE Group grants commercial credit to companies or government entities that are financially sound, have a good
reputation in the market, and many of them are recurring customers.
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TPE Group periodically reviews the financial condition of its clients and does not believe that a significant risk from credit
concentration of its portfolio could turn into a loss. In order to minimize a loss, TPE Group discontinues service provided
to its customers when the ageing of the past due balance exceeds certain limit. Also, it considers that the allowance for
impairment covers in appropriate manner the potential credit risk, which represents the calculation of the expected losses
from impairment of its receivables. As of December 31, 2018 and 2017, the amount of receivables with an ageing higher
than 90 days amounted to $379,035 and $225,848, respectively. The aforementioned amounts include receivables due
from government institutions, which recurrently present delays in their payments, without representing this a loss for TPE
Group and consequently, Management considered that the impairment allowance needed not to be increased.

Market risk management

. Interest rate risk — As described in Note 10, TPE Group has obtained loans bearing interest at variable rates
(6-month LIBOR and 28-day TIIE), therefore it is exposed to fluctuations of the mentioned rates. As of
December 31, 2017, TPE Group had no hedges to cover said fluctuations, and as of December 31, 2018, the
hedge was partial. Consequently, if the variable interest rates had strengthened/weakened by 10%, the net loss
for the year would have decreased/increased by $117,714 as a result of a lower/higher interest expense.

i Foreign exchange risk — TPE Group carries out transactions in foreign currencies, therefore, it is exposed to
fluctuations in the different currencies those transactions are operated. As of December 31, 2018 and 2017, it
had no hedging instruments against foreign exchange risk.

As of December 31, 2018 and 2017 and May 31, 2018 (date of issue of these consolidated financial statements),
the exchange rates for the U.S. dollar were $19.6512, $19.6629 and $19.6426, respectively. As of December
31,2018 and 2017, TPE Group had the following U.S. dollar denominated assets and liabilities:

December 31
2018 2017
Monetary assets EU.$ 15,322 EU.$ 23,177
Monetary liabilities (250,916) (122,025)
Net monetary short position in U.S. dollars (EU.§  235594) (EU.$ 98,848)
Equivalent in Mexican pesos ($ 4,629,705 ($ 1,943,638)

As of December 31, 2018, TPE Group has a net short position in U.S. dollars, consequently if the Mexican peso
had been strengthened/weakened 10% against the U.S. dollar and the rest of the variables had remained
unchanged, the net loss for the year would have increased/decreased by $462,970 as a result of the loss/gain
in the translation of monetary assets and liabilities denominated in U.S. dollars not hedged.

As of May 31, 2019, the net position in foreign currency is similar to that as of December 31, 2018.

Liquidity risk — TPE Group has established appropriate policies to mitigate the liquidity risk through: (i) the follow-up on
working capital; (ii) the review of its actual and projected cash flows; and (iii) the reconciliation of profiles of maturities of
its financial assets and liabilities. These actions allow TPE Group’s Management to manage short and long-term financing
requirements by maintaining cash reserves and using its credit facilities.

(38)
F-127



NOTE 15— COMMITMENTS AND CONTINGENCIES:

As of December 31, 2018, TPE Group had the following commitments:

a. Commitments derived from financial debt.

Certain credit agreements described in Note 10 had established the following commitments:
i. The Company and its subsidiaries must comply with obligations to do and not-to-do set in each debt
agreement. In this respect, there are defaults as indicated in Note 10.
i Certain assets were pledged as warranty of the credits described in Note 10.

b. Leases.

TPE Group has executed certain operating leasing agreements for the use of offices, transmission sites, warehouses and other
facilities, and towers and telecommunications equipment. For the years ended December 31, 2018 and 2017, the expense from
leasing was $927,342 and $976,578, respectively.

Minimum payments in the future under the lease agreements existing as of December 31, 2017 are as follows:

2019 $ 339,115
2020 251,379
2021 225,557
2022 202,264
Thereafter 160,849
Total $ 1,179,164

c. Tax credit

On December 1, 2015 the Mexican Internal Revenue Service (SAT for its acronym in Spanish) issued notification no. 900-04-05-
2015-52432 through which it was determined a tax claim amounting to $789,811 corresponding to income tax for the year 2011,
allegedly failed plus inflation-restatement, surcharges and penalties.

SAT points out: (i) that the Company has not proved the strict indispensability of certain commissions and advances from
commercializing telecommunications services; (i) that it rejects the deduction for tax purposes of travel expenses, administrative
services, and uncollectable receivables from a reorganization procedure.

Against the mentioned notification the Company filed an appeal on January 19, 2016 before the corresponding authority
(Administracion de lo Contencioso de Grandes Contribuyentes). During 2016, the Company delivered a series of additional
evidence in its favor and on August 19, 2016 the Company filed a claim of nullity (demanda de nulidad); said claim was admitted
on September 6, 2017 by the Federal Court of Tax and Administrative Justice (Tribunal Federal de Justicia Fiscal y Administrativa).

On November 28, 2017, the Company filed a direct ‘amparo’ trial. The Company is waiting for the resolution of the Mexican tax
authorities and the Company'’s external advisors consider that it is probable that the process will result in a trial (juicio de nulidad).

The challenged amount is duly guaranteed through the administrative seizure of several assets of the Company, which was
expressly accepted by the tax authorities, and they were ordered the final suspension of the administrative procedure of execution.

d. Labor contingencies

Some of the Company’s subsidiaries are involved in legal procedures for labor disputes of a lesser quantitative importance. In
opinion of TPE Group’s external legal advisors, these disputes do not represent a relevant contingency that may materially affect
TPE Group since they arise from the ordinary course of business.
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e. Related party transactions

In accordance with Mexican Income Tax Law, those entities carrying out transactions with their related parties are subject to certain
limitations and to some fiscal obligations related to the agreed prices, since they must be similar to prices used with independent
parties in comparable operations.

In case that a review of the prices by the Mexican tax authorities results in a rejection of the amounts under review, they could
seek, in addition to the omitted tax plus interest, penalties that could represent 100% of the amount of the omitted income tax.

NOTE 16 - EQUITY:

a. Contributed capital

Shares of the Company’s capital stock are fully voting and of free subscription, and may be acquired by any person or corporation,
local or foreign, as long as the applicable legal regulations regarding foreign investment are met.

For the years ended December 31, 2018 and 2017, the shares and capital stock of the Company had the following movements:

Balances Balances as Balances
as of Capital of as of
December Cancellation stock December No December
31,2016 of shares increase 31,2017 movements 31,2018
Number outstanding share:
Fixed capital stock 11,000 - - 11,000 - 11,000
Variable capital stock 3,111,944 (20,895) 18,024,173 21,115,222 - 21,115,222
Unpaid shares (20,895) 20,895 (464,947) (464,947) - (464,947)
Fully paid and subscribed
outstanding shares 3,102,049 - 17,559,226 20,661,275 - 20,661,275
Capital stock amount:
Fixed capital stock $ 200 - $ - $ 200 - $ 200
Variable capital stock 349,307 (10,044) 2,039,200 2,378,463 - 2,378,463
Unpaid capital stock (10,044) 10,044 (52,372) (52,372) - (52,372)
Inflation restatement 10,700 - - 10,700 - 10,700
Fully paid and subscribed
capital stock $ 350,163 - $1,986,828 $ 2,336,991 - $2,336,991

On March 23, 2017, a General Shareholders’ Meeting was held and the following was resolved:

(i) To cancel 20,895 shares that remained unpaid as of that date ($10,044).

(ii) To increase the variable capital stock through the capitalization of the loan owed to Corporacion RBS, plus the
accrued and outstanding interest as of that date (see Note 10h), which amounted to $1,561,179, through the issue
of 13,815,014 shares.

(iii) To increase variable capital stock in $478,021, through the issue of 4,209,159 shares. A portion remained unpaid,

which amounted to $52,372 (464,947 shares).

b. Earned capital

Under Mexican law, net income for the year is subject to the legal provision requiring that at least 5% of net income be appropriated
to increase the legal reserve until that reserve equals one-fifth of total capital stock. The balance of the legal reserve may not be
distributed to the stockholders, but may be used to reduce accumulated losses or be converted to capital stock.

(40)
F-129



C. Distribution of earnings

As of December 31, 2018, the inflation-restated balance of the “net taxable income account” (CUFIN by its acronym in Spanish)
was $3,855,569. Starting from 2014 earnings generated and distributed to the stockholders are subject to a 10% income tax
withholding, as long as they do not come from CUFIN. Dividends paid that come from income previously taxed, will not be subject
to a withholding or additional tax payment before December 31, 2013.

The Company has certain restrictions for dividend payments due to the covenants of its credit agreements

d. Capital stock reductions

As of December 31, 2018, the inflation-restated balance of the “restated contributed capital account” (CUCA for its acronym in
Spanish) amounted to $3,908,905. In case of a reimbursement or capital decreases in favor of the stockholders, the excess of that
reimbursement over this amount will be treated as distributed earnings for tax purposes.

Likewise, in the event that equity should exceed the balance of the CUCA, the spread will be considered as a dividend or distributed
earnings subject to the payment of income tax. If the earnings referred to above are paid out of the CUFIN, there will be no corporate
tax payable due to the capital decrease or reimbursement. Otherwise, it should be treated as dividends or earnings distribution, as
provided in Mexican Income Tax Law

NOTA 17 — EQUITY MANAGEMENT:

The purposes of TPE Group when managing its consolidated equity are the following:
e To protect its ability to continue as a going concern.
e To provide its stockholders an attractive return on their investment.
e To keep an optimal structure minimizing its cost.

In order to meet the mentioned objectives, TPE Group constantly monitors their different business units to ensure that they keep
the expected profitability. However, TPE Group may change the dividends to be paid to its stockholders, issue new shares or
monetize its assets to reduce its debt.

TPE Group monitors the adjusted equity to net debt with financial cost. This ratio results from dividing net financial debt by equity.
In turn, net financial debt is defined as the total short and long-term financial debt in the statement of financial position less cash
and cash equivalents.

The adjusted equity to debt ratio as of December 31, 2018 and 2017 was determined as follows:

2018 2017
Total financial debt $ 12,096,296 $ 9,971,234
Cash and cash equivalents (47,012 (56,392)
Net debt $ 12,049,284 $ 9,914,842
Total equity $ 2,277,806 $ 2,531,381
Ratio 5.29x 3.92x

The change in the 2018 financial ratio was due to: (i) a higher amount of outstanding debt, and (ii) the comprehensive net loss,
which resulted in a lower amount of equity.
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NOTE 18 — REVENUE, COSTS AND EXPENSES BY NATURE:

The TPE Group presents consolidated revenue, costs and expenses by their function; however, IFRS require disclosing additional

information regarding the nature of said items.

For the years ended December 31, 2018 and 2017 consolidated revenue, costs and expenses according to their nature are as

follows:

Revenues from services provided to third parties

Pay television and audio, fixed telephony and internet access

Business-oriented services
Advertising

Activation and installation fees
Interconnection and long distance fees
Other

Total revenues from services provided to third parties

Revenues from services provided to related parties

Rent of dedicated links and pay television/audio
Advertising

Total revenues from services provided to related parties

Total revenues

Cost of services received from third parties :
Content
Commissions
Rent of dedicated links
Reserve of expected credit loss
Interconnection and long distance fees
Other

Total cost of services received from third parties

Cost of services received from related parties :
Content

Commissions
Other

Total cost of services received from related parties

Total costs

Network expenses with third parties :
Personnel services
Leases
Maintenance
Rights, duties and taxes
Fuel
Electric power
Security
Professional fees
Insurance and bonds
Administrative services
Other
Total network expenses with third parties

2018 2017
$ 6,590,493 $ 4,574,797
3,668,895 2,635,697
78,922 32,628

51,158 .
37,783 137,620

82,305 -
10,509,556 7,380,742
31,210 80,591
28,509 15,096
59,719 95,687
$ 10,569,275 $ 7,476,429
$ 1,056,032) ($ 817,474)
(535,995) (253,847)
(370,804) (450,237)
(271,713) (165,343)
(66,866) (77,794)
(46,983) (19,891)
(2,348,393) (1,784,586)
(24,000) (23,413)
) (18,342)
(15,338) (6,433)
(39,338) (48,188)
($ 2,387,731) ($ 1,832,774)
($ 735,305) (S 496,010)
(412,462) (402,136)
(434,853) (312,380)
(156,170) (72,771)
(30,699) (39,091)
(32,132) (31,837)
(17,196) (12,551)
(17,163) (11,519)
(16,024) (10,279)
(58,473) (30,837)
($ 1,910,477) ($ 1,419,411)
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2018 2017
General expenses with third parties:
Personnel ¢ 1,856,546) $ 1,401,907)
Advertising (518,590) (299,865)
Office, warehouse and points of sale maintenance (118,075) (74,027)
Leases (92,357) (97,475)
Call center (86,405) (50,503)
Professional fees (76,844) (75,009)
Collection service (72,096) (70,504)
Other (181,213) (150,588)
Total general expenses with third parties ($ 3,002,126) ($ 2,219,878)
General expenses with related parties:
Administrative services ($ 159,887) ($ 124,788)
Advertising (79,799) (105,143)
Leases (36,381) (21,250)
Security (19,428) (15,434)
Professional fees (2,212) (19,257)
Other (9,450) (9,745)
Total general expenses with related parties (307,157) (295,617)
Total general expenses 4 3,309,283) ($ 2,515,495)

NOTE 19 — REVERSE FACTORING:

As a financing alternative, Grupo TPE offers suppliers to take factoring credit lines, through with the intermediary liquidates to the
supplier the liability originally contracted with Grupo TPE, less an agreed discount. In turn, Grupo TPE pays the liability to the

intermediary at face value, but in an extended period of time.

At December 31, Grupo TPE had the following liabilites deriving from factoring operations with suppliers:

2018
Short-term Long-term Total
a.FGS $ 1353397 § - $ 1,353,397
b. Eximbank de China - 711,962 711,962
c. Greensill Capital (UK) Limited (Greensil) 390,215 1,940 392,155
d. AIA 112,354 - 112,354
Total reverse factoring $ 185596 § 713902 § 2,569,868
2017
Short-term Long-term Total
a.FGS $ 602,387 $ - $ 602,387
d. AIA 66,037 - 66,037
Total reverse factoring $ 668,424 $ - $ 668,424
a. FGS:

e TPE Group and FGS have agreed to offer to the Company’s suppliers a financing alternative consisting of a reverse

factoring facility.

e Through this facility, FGS acquires from the Company’s supplier the Collection Rights in favor of the supplier and in
charge of TPE Group. By means of this act, such Collection Rights are transmitted to FGS without limitations and
recourses. FGS agrees to pay the suppliers the amount of the ceded documents less a discount rate and a collection

commission.
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e The parties under this transaction accept that TPE Group pays directly to FGS the ceded documents at their face
value.

e Likewise, a maximum of transactions has been established, in order to carry out an undefined number of concrete
and individual transactions, with a revolving feature.

e As of December 31, 2018 and 2017, the outstanding balances under this facility were $1,353,397 and $602,387,
respectively.

b. Eximbank:

e The Company has a long-term reverse factoring facility whose balance as of December 31, 2018 amounted to
$711,962 and is due on 2020.

c. Greensill:

e TPE Group has a reverse factoring facility with Greensill, whose maturities were set on April 15, 2019 and March 28,
2020.

d. AIA:

e  On February 1, 2016, AIA and the Company entered into a Factoring Master Agreement, through which a reverse
factoring program is offered to the suppliers as a means of financing, and consists on the following:

e  Once the respective Factoring Agreement has been entered into between AIA and the Company’s supplier, AIA will
acquire the Collection Rights in favor of the supplier.

e The acquisition made by AlA is on a discount basis, but the Company agrees to pay AlA the Collection Rights on their
due dates at their face value.

e  AlA will acquire only the Collection Rights whose due date does not exceed 90 calendar days starting on the date of
issuance of the Collection Rights.

e As of December 31, 2018 and 2017, the outstanding balances under this facility were $112,354 and $66,037,
respectively.

NOTE 20 — SUBSEQUENT EVENTS:

a. Loan repayment. On March 20, 2019, the Company repaid the outstanding balance as of that date owed to the Eximbank
of China, being released from the obligations the Company had in accordance with the related loan agreement.

b. Shareholders’ contributions. The shareholders of the Company decided to make future capital stock contributions
amounting to $5,000,000 on the following dates:
e  $4,435,000 — on March 27, 2019.
e $200,000 — on April 4, 2019.
e $365,000 — on April 5, 2019.

* % %
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	(1) for a period of 15 days prior to any date fixed for the redemption of such Certificated Notes;
	(2) for a period of 15 days immediately prior to the date fixed for selection of such Certificated Notes to be redeemed in part;
	(3) for a period of 15 days prior to the record date with respect to any interest payment date applicable to such Certificated Notes; or
	(4) which the holder has tendered (and not withdrawn) for repurchase in connection with a Change of Control Offer or an Asset Sale Offer.
	(1) any Taxes, to the extent such Taxes would not have been imposed but for the existence of any present or former connection between the holder or the beneficial owner of the Notes and the relevant Tax Jurisdiction (including being a resident of such...
	(2) any Taxes, to the extent such Taxes were imposed as a result of the presentation of a Note for payment (where Notes are in the form of Certificated Notes and presentation is required) more than 30 days after the relevant payment is first made avai...
	(3) any estate, inheritance, gift, sales, personal property, transfer or similar Taxes imposed with respect to the Notes or with respect to any Note Guarantee;
	(4) any Taxes payable other than by withholding or deduction from payments under, or with respect to, the Notes or with respect to any Note Guarantee;
	(5) any Taxes, to the extent such Taxes were imposed or withheld by reason of the failure of the holder or beneficial owner of Notes to comply with any reasonable written request of the Issuer addressed to the holder or beneficial owner, as applicable...
	(6) any Taxes imposed on or with respect to any payment by the Issuer or the relevant Guarantor to a holder if that holder is a fiduciary or partnership or person other than the sole beneficial owner of such payment, to the extent that a beneficiary o...
	(7) any Taxes, to the extent such Taxes were imposed pursuant to Section 1471(b) of the U.S. Internal Revenue Code of 1986, as amended (the “Code”), or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements...
	(8) any combination of items (1) through (7) above.
	(1) in connection with any sale or other disposition of all or substantially all of the assets of a Guarantor (including by way of merger, consolidation, amalgamation or combination) to a Person that is not (either before or after giving effect to suc...
	(2) in connection with any sale or other disposition of Capital Stock of a Guarantor to a Person that is not (either before or after giving effect to such transaction) a Restricted Subsidiary; provided that the sale or other disposition complies with ...
	(3) if the Issuer designates any Restricted Subsidiary that is a Guarantor to be an Unrestricted Subsidiary in accordance with the applicable provisions of the Indenture;
	(4) upon Legal Defeasance, Covenant Defeasance or satisfaction and discharge of the Indenture as provided below under “—Legal Defeasance and Covenant Defeasance” and “—Satisfaction and Discharge”;
	(5) upon the full and final payment of the Notes and performance of all Obligations of the Issuer and the Guarantors under the Indenture and the Notes;
	(6) with respect to an additional Note Guarantee given under the covenant described under “—Certain Covenants—Additional Note Guarantees,” upon release of the guarantee that gave rise to the requirement to issue such additional Note Guarantee so long ...
	(7) as a result of a transaction permitted by the covenant described under “—Certain Covenants—Merger, Consolidation or Sale of Assets.”
	(1) at least 60.0% of the aggregate principal amount of the Notes originally issued under the Indenture (excluding Notes held by the Issuer or its Affiliates) remain outstanding immediately after such redemption; and
	(2) the redemption occurs within 180 days of the date of the closing of such Public Equity Offering.
	(1) any amendment to, or change in, the laws or treaties (or any regulations or rulings promulgated thereunder) of a relevant Tax Jurisdiction which change or amendment becomes effective on or after the Issue Date (or, if the applicable Tax Jurisdicti...
	(2) any amendment to, or change in, an official position, or the introduction of an official position, regarding the interpretation, administration or application of such laws, treaties, regulations or rulings (including by virtue of a holding, judgme...
	(1) accept for payment all Notes or portions of Notes properly tendered pursuant to the Change of Control Offer; and
	(2) deliver or cause to be delivered to the Trustee an Officer’s Certificate stating the aggregate principal amount of Notes or portions of Notes being purchased by the Issuer and the Notes properly accepted.
	(1) the Issuer (or the Restricted Subsidiary, as the case may be) receives consideration at the time of the Asset Sale at least equal to the fair market value (determined at the time of contracting such Asset Sale) of the assets or Equity Interests is...
	(2) at least 75.0% of the consideration received in the Asset Sale by the Issuer or such Restricted Subsidiary is in the form of cash or Cash Equivalents. For purposes of this provision, the following will be deemed to be cash:
	(a) any liabilities recorded on the most recent balance sheet of the Issuer or any Restricted Subsidiary (other than contingent liabilities or liabilities that are by their terms subordinated to the Notes or the Note Guarantees) that are assumed by th...
	(b) any securities, notes or other obligations received by the Issuer or any Restricted Subsidiary from such transferee that are converted by the Issuer or such Restricted Subsidiary into cash or Cash Equivalents within 180 days following the closing ...
	(1) permanently reduce (and permanently reduce commitments with respect thereto) Secured Indebtedness of the Issuer (other than any Disqualified Stock or Subordinated Obligations) or Secured Indebtedness of a Restricted Subsidiary (other than any Disq...
	(2) prepay, repay, redeem or purchase (including through open market purchases, voluntary tender offers or privately negotiated transactions at market prices) Pari Passu Indebtedness at a price of no more than 100.000% of the principal amount of such ...
	(3) (a) purchase Notes pursuant to an offer to all holders of the Notes at a purchase price in cash equal to at least 100.000% of the principal amount thereof, plus accrued and unpaid interest, if any, to (but excluding) the purchase date and all Addi...
	(4) acquire all or substantially all of the assets of, or any Capital Stock of, another Permitted Business, if, after giving effect to any such acquisition of Capital Stock, the Permitted Business is or becomes a Restricted Subsidiary;
	(5) make capital expenditures;
	(6) acquire other assets (other than Capital Stock and cash or Cash Equivalents) that are used or useful in a Permitted Business;
	(7) enter into a commitment approved by the Board of Directors or otherwise binding on the Issuer or such Restricted Subsidiary to apply the Net Proceeds pursuant to clause (4) or (5) of this paragraph; provided that such commitment shall be treated a...
	(8) any combination of the foregoing.
	(1) declare or pay any dividend or make any other payment or distribution on account of the Issuer’s Equity Interests or any of the Restricted Subsidiaries’ Equity Interests (including, without limitation, any payment in connection with any merger or ...
	(2) purchase, redeem or otherwise acquire or retire for value (including, without limitation, in connection with any merger or consolidation involving the Issuer) any Equity Interests of the Issuer;
	(3) make any principal payment on or with respect to, or purchase, redeem, defease or otherwise acquire or retire for value any Subordinated Obligations (excluding any intercompany Indebtedness between or among the Issuer and any Restricted Subsidiari...
	(4) make any Restricted Investment,
	(a) no Default or Event of Default has occurred and is continuing (or would occur as a consequence of such Restricted Payment);
	(b) the Issuer would, at the time of such Restricted Payment and immediately after giving pro forma effect thereto, have been permitted to incur at least U.S.$1.00 of additional Indebtedness pursuant to the Consolidated Net Leverage Ratio test set for...
	(c) such Restricted Payment, together with the aggregate amount of all other Restricted Payments made by the Issuer and the Restricted Subsidiaries since the Issue Date (excluding Restricted Payments permitted by the next succeeding paragraph other th...
	(i) 100% of the Consolidated EBITDA of the Issuer for the period (taken as one accounting period) from the beginning of the fiscal quarter commencing immediately prior to the Issue Date to the end of the Issuer’s most recently ended fiscal quarter for...
	(ii) 100% of the aggregate net cash proceeds and the fair market value of marketable securities or other property received by the Issuer since the Issue Date as a contribution to its common equity capital or from the issue or sale of Equity Interests ...
	(iii) to the extent that any Restricted Investment that was made after the Issue Date is (a) sold, disposed of or otherwise cancelled, liquidated or repaid, 100% of the aggregate amount received in cash and the fair market value of the property and ma...
	(iv) to the extent that any Unrestricted Subsidiary of the Issuer designated as such after the Issue Date is redesignated as a Restricted Subsidiary or is merged or consolidated into the Issuer or a Restricted Subsidiary, or all of the assets of such ...
	(v) 100% of any dividends or distributions received by the Issuer or a Restricted Subsidiary after the Issue Date from an Unrestricted Subsidiary, to the extent that such dividends or distributions were not otherwise included in the Consolidated Net I...
	(vi) upon the full and unconditional release of a Restricted Investment that is a guarantee made by the Issuer or a Restricted Subsidiary to any Person, an amount equal to the amount of such guarantee.


	(1) the payment of any dividend or the consummation of any redemption within 60 days after the date of declaration of the dividend or giving of the redemption notice, as the case may be, if at the date of declaration or notice, the dividend or redempt...
	(2) the making of any Restricted Payment in exchange for, or out of or with the net cash proceeds of the substantially concurrent sale or issuance (other than to a Subsidiary of the Issuer) of, Equity Interests of the Issuer (other than Disqualified S...
	(3) the repurchase, redemption, defeasance or other acquisition or retirement for value of Subordinated Obligations made in exchange for, or out of the proceeds of a substantially concurrent sale or issuance of, Permitted Refinancing Indebtedness;
	(4) any purchase, repurchase, redemption, defeasance or other acquisition or retirement of Subordinated Obligations:
	(a) (i) from Net Proceeds to the extent permitted under the covenant described under heading “—Repurchase at the Option of Holders—Asset Sales,” but only if the Issuer shall have first complied with the terms described under such covenant and purchase...
	(b) to the extent required by the agreement governing such Subordinated Obligations, following the occurrence of a Change of Control (or other similar event described therein as a “change of control”), but only (i) if the Issuer shall have first compl...
	(c) (i) consisting of Acquired Debt (other than Indebtedness incurred (a) to provide all or any portion of the funds utilized to consummate the transaction or series of related transactions pursuant to which such Person became a Restricted Subsidiary ...

	(5) the repurchase, redemption or other acquisition or retirement for value of any Equity Interests of the Issuer or any Restricted Subsidiary held by any current or former officer, director, employee or consultant of the Issuer or any Restricted Subs...
	(6) the repurchase of Equity Interests deemed to occur upon the exercise of stock options to the extent such Equity Interests represent a portion of the exercise price of those stock options;
	(7) the declaration and payment of regularly scheduled or accrued dividends to holders of any class or series of Disqualified Stock of the Issuer or any preferred stock of any Restricted Subsidiary issued on or after the Issue Date in accordance with ...
	(8) payments of cash, dividends, distributions, advances or other Restricted Payments by the Issuer or any Restricted Subsidiary to allow the payment of cash in lieu of the issuance of fractional shares upon (a) the exercise of options or warrants or ...
	(9) advances or loans to (a) any future, present or former officer, director, employee or consultant of the Issuer or a Restricted Subsidiary to pay for the purchase or other acquisition for value of Equity Interests of the Issuer (other than Disquali...
	(10) payments or distributions to dissenting shareholders pursuant to applicable law in connection with or contemplation of a merger, amalgamation, consolidation or transfer of assets that complies with the applicable provisions of the Indenture relat...
	(11) the payment of any dividend (or, in the case of any partnership or limited liability company, any similar distribution) by a Restricted Subsidiary to the holders of its Equity Interests (other than the Issuer or any other Restricted Subsidiary) t...
	(12) payments by the Issuer or any Restricted Subsidiary in an amount equal to (without duplication) amounts constituting or to be used for purposes of making payments to the extent specified in clauses (1), (4) and (5) of the second paragraph under “...
	(13) Restricted Payments that are made with Excluded Contributions;
	(14) the declaration and payment of dividends to holders of any class or series of Designated Preference Shares of the Issuer issued after the Issue Date; provided, however, that, the amount of all dividends declared or paid pursuant to this clause (1...
	(15) any Restricted Payment; provided that the Consolidated Net Leverage Ratio on a pro forma basis after giving effect to any such dividend, distribution, advance, loan or other payment and any Indebtedness incurred in connection therewith does not e...
	(16) payment of Receivables Fees and purchases of Receivables Assets pursuant to a Receivables Repurchase Obligation in connection with a Qualified Receivables Financing; and
	(17) other Restricted Payments in an aggregate amount not to exceed the greater of U.S.$25.0 million and 10.0% of Consolidated L2QA EBITDA in respect of any fiscal year since the Issue Date, pro rated for any partial fiscal year (including the fiscal ...
	(1) the incurrence of Indebtedness under Credit Facilities in an aggregate principal amount at any one time outstanding under this clause (1) not to exceed U.S.$75.0 million, plus in the case of any refinancing of any Indebtedness permitted under this...
	(2) Indebtedness outstanding on the Issue Date (other than Indebtedness described in clauses (1) and (3));
	(3) the incurrence by the Issuer and the Guarantors of Indebtedness represented by the Notes (other than Additional Notes) and the related Note Guarantees;
	(4) the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness representing Capital Lease Obligations, mortgage financings, purchase money obligations or other Indebtedness incurred for the purpose of financing all or any part of the pu...
	(5) the incurrence by the Issuer or any Restricted Subsidiary of Permitted Refinancing Indebtedness in exchange for, or the net proceeds of which are used to renew, refund, refinance, replace, defease or discharge any Indebtedness (other than intercom...
	(6) the incurrence by the Issuer or any Restricted Subsidiary of intercompany Indebtedness between or among the Issuer or any Restricted Subsidiary; provided that:
	(a) if the Issuer or any Guarantor is the obligor on such Indebtedness and the obligee is not the Issuer or a Guarantor, such Indebtedness must be unsecured and ((i) except in respect of the intercompany current liabilities incurred in the ordinary co...
	(b) (i) any subsequent issuance or transfer of Equity Interests that results in any such Indebtedness being held by a Person other than the Issuer or a Restricted Subsidiary and (ii) any sale or other transfer of any such Indebtedness to a Person that...

	(7) the issuance by any Restricted Subsidiary to the Issuer or to any other Restricted Subsidiary of preferred stock; provided that:
	(a) any subsequent issuance or transfer of Equity Interests that results in any such preferred stock being held by a Person other than the Issuer or a Restricted Subsidiary; and
	(b) any sale or other transfer of any such preferred stock to a Person that is not either the Issuer or a Restricted Subsidiary, will be deemed, in each case, to constitute an issuance of such preferred stock by such Restricted Subsidiary that was not...

	(8) the incurrence by the Issuer or any Restricted Subsidiary of Hedging Obligations not for speculative purposes (as determined in good faith by the Issuer or such Restricted Subsidiary, as the case may be);
	(9) the guarantee by the Issuer or any Restricted Subsidiary of Indebtedness of the Issuer or any Restricted Subsidiary to the extent that the guaranteed Indebtedness was permitted to be incurred by another provision of this “Limitation on Incurrence ...
	(10) the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness in respect of workers’ compensation claims, self-insurance obligations, captive insurance companies, bankers’ acceptances, performance and surety bonds in the ordinary cour...
	(11) the incurrence by the Issuer or any Restricted Subsidiary of Indebtedness arising from the honoring by a bank or other financial institution of a check, draft or similar instrument inadvertently drawn against insufficient funds, so long as such I...
	(12) Indebtedness of (a) any Person outstanding on the date on which such Person becomes a Restricted Subsidiary or is merged, consolidated, amalgamated or otherwise combined with (including pursuant to any acquisition of assets and assumption of rela...
	(13) Indebtedness arising from agreements of the Issuer or a Restricted Subsidiary providing for customary indemnification obligations in respect of earnouts or other adjustments of purchase price or, in each case, similar obligations, in each case, i...
	(14) Indebtedness of the Issuer and the Restricted Subsidiaries in respect of (a) letters of credit, surety, performance or appeal bonds, completion guarantees, judgment, advance payment, customs, VAT or other tax guarantees or similar instruments iss...
	(15)
	(b) Indebtedness owed on a short-term basis of no longer than 30 days to banks and other financial institutions incurred in the ordinary course of business of the Issuer and the Restricted Subsidiaries with such banks or financial institutions that ar...
	(c) Indebtedness incurred by the Issuer or a Restricted Subsidiary in connection with bankers acceptances, discounted bills of exchange or the discounting or factoring of receivables for credit management of bad debt purposes, in each case incurred or...

	(16) Indebtedness of the Issuer and the Guarantors in an aggregate outstanding principal amount which, when taken together with any Permitted Refinancing Indebtedness in respect thereof and the principal amount of all other Indebtedness incurred pursu...
	(17) guarantees by the Issuer or any Restricted Subsidiary granted to any trustee of any management equity plan or stock option plan or any other management or employee benefit or incentive plan or unit trust scheme approved by the Board of Directors ...
	(18) Indebtedness under daylight borrowing facilities incurred in connection with any refinancing of Indebtedness (including by way of set-off or exchange); provided that such Indebtedness does not exceed the principal amount of the Indebtedness being...
	(19) Indebtedness incurred by a Receivables Subsidiary in a Qualified Receivables Financing; or
	(20) Indebtedness incurred by the Issuer or any Restricted Subsidiary in an aggregate principal amount at any one time outstanding under this clause (20), not to exceed the greater of U.S.$80.0 million and 20.0% of Consolidated L2QA EBITDA.
	(1) in the event that an item of Indebtedness meets the criteria of more than one of the categories of Permitted Debt described in clauses (1) through (20) above, or is entitled to be incurred pursuant to the first paragraph of this covenant, the Issu...
	(2) guarantees of, or obligations in respect of letters of credit, bankers’ acceptances or other similar instruments relating to, or Liens securing, Indebtedness that is otherwise included in the determination of a particular amount of Indebtedness sh...
	(3) if obligations in respect of letters of credit, bankers’ acceptances or other similar instruments are incurred pursuant to any Credit Facility and are being treated as incurred pursuant to clauses (1), (4) or (16) of the second paragraph above or ...
	(4) Indebtedness permitted by this covenant need not be permitted solely by reference to one provision permitting such Indebtedness but may be permitted in part by one such provision and in part by one or more other provisions of this covenant permitt...
	(1) such U.S. dollar equivalent was determined based on a Currency Exchange Protection Agreement, in which case the refinancing Indebtedness will be determined in accordance with the preceding sentence and paragraph; or
	(2) the principal amount of the refinancing Indebtedness exceeds the principal amount of the Indebtedness being refinanced, in which case the U.S. dollar equivalent of such excess will be determined on the date such refinancing Indebtedness is being i...
	(1) in the case of any Indebtedness issued with original issue discount, the amount of the liability in respect thereof determined in accordance with IFRS;
	(2) the principal amount of the Indebtedness, in the case of any other Indebtedness;
	(3) in respect of Indebtedness of another Person secured by a Lien on the assets of the specified Person, the lesser of:
	(a) the fair market value of such assets at the date of determination; and
	(b) the amount of the Indebtedness of the other Person;

	(4) any “parallel debt” obligation relating to Indebtedness that is otherwise included in the determination of a particular amount of Indebtedness shall not be included; and
	(5) the principal amount of any Disqualified Stock of the Issuer or preferred stock of a Restricted Subsidiary, which will be equal to the greater of the maximum mandatory redemption or repurchase price (not including, in either case, any redemption o...
	(1) pay dividends or make any other distributions on its Capital Stock to the Issuer or any Restricted Subsidiary, or with respect to any other interest or participation in, or measured by, its profits, or pay any Indebtedness owed to the Issuer or an...
	(2) make loans or advances to the Issuer or any Restricted Subsidiary; or
	(3) sell, lease or transfer any of its properties or assets to the Issuer or any Restricted Subsidiary; provided that (x) the priority of any preferred stock in receiving dividends or liquidating distributions prior to dividends or liquidating distrib...
	(1) any encumbrance or restriction pursuant to (a) the Indenture, the Notes or the Note Guarantees or (b) any other agreement or instrument in effect on the Issue Date;
	(2) agreements governing other Indebtedness permitted to be incurred under the provisions of the covenant described under “—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock” and any amendments, restatements, modifications, rene...
	(3) applicable law, rule, regulation or order or the terms of any license, authorization, concession or permit;
	(4) any instrument governing Indebtedness or Capital Stock of a Person acquired by the Issuer or any Restricted Subsidiary as in effect at the time of such acquisition (except to the extent such Indebtedness or Capital Stock was incurred in connection...
	(5) purchase money obligations for property acquired in the ordinary course of business and Capital Lease Obligations that impose restrictions on the property purchased or leased of the nature described in clause (3) of the preceding paragraph;
	(6) any encumbrance or restriction:
	(a) entered into in the ordinary course of business that restricts in a customary manner the subletting, assignment or transfer of any property or asset that is subject to a lease, license or similar contract, or the assignment or transfer of any leas...
	(b) contained in mortgages, pledges or other security agreements permitted under the Indenture or securing Indebtedness of the Issuer or a Restricted Subsidiary permitted under the Indenture to the extent such encumbrances or restrictions restrict the...
	(c) pursuant to customary provisions restricting dispositions of real property interests set forth in any reciprocal easement agreements of the Issuer or any Restricted Subsidiary;

	(7) any agreement for the sale or other disposition of the Capital Stock or all or substantially all of the property and assets of a Restricted Subsidiary that restricts distributions by that Restricted Subsidiary pending its sale or other disposition;
	(8) Permitted Refinancing Indebtedness; provided that the restrictions contained in the agreements governing such Permitted Refinancing Indebtedness are not materially more restrictive, taken as a whole, than those contained in the agreements governin...
	(9) Liens permitted to be incurred under the provisions of the covenant described under “—Limitation on Liens” that limit the right of the debtor to dispose of the assets subject to such Liens;
	(10) customary provisions limiting the disposition or distribution of assets or property in joint venture agreements, asset sale agreements, sale-leaseback agreements, stock sale agreements and other similar agreements in the ordinary course of busine...
	(11) restrictions on cash or other deposits or net worth imposed by customers or suppliers or required by insurance, surety or bonding companies, in each case, under contracts entered into in the ordinary course of business;
	(12) restrictions effected in connection with a Qualified Receivables Financing that, in the good faith determination of the Board of Directors of the Issuer, are necessary or advisable to effect such Qualified Receivables Financing;
	(13) any encumbrance or restriction pursuant to or ancillary to Hedging Obligations; or
	(14) any encumbrance or restriction existing under any agreement that extends, renews, refinances or replaces the agreements containing the encumbrances or restrictions in the foregoing clauses (1) through (13), or in this clause (14); provided that t...
	(1) either: (a) the Issuer is the surviving Person; or (b) the Person formed by or surviving any such consolidation or merger (if other than the Issuer) or to which such sale, assignment, transfer, conveyance, lease or other disposition has been made ...
	(2) the Person formed by or surviving any such consolidation or merger with the Issuer (if other than the Issuer) or the Person to which such sale, assignment, transfer, conveyance, lease or other disposition has been made assumes all the obligations ...
	(3) immediately after such transaction, no Default or Event of Default exists;
	(4) the Issuer or the Person formed by or surviving any such consolidation or merger (if other than the Issuer), or to which such sale, assignment, transfer, conveyance, lease or other disposition has been made would, on the date of such transaction a...
	(5) the Issuer delivers to the Trustee, in form and substance reasonably satisfactory to the Trustee, an Officer’s Certificate and opinion of counsel, in each case, stating that such consolidation, merger or transfer and such supplemental indenture (i...
	(1) either:
	(a) such Guarantor is the surviving Person; or
	(b) the Person formed by or surviving any such consolidation or merger (if other than such Guarantor) or the Person to which such sale, assignment, transfer, conveyance, lease or other disposition has been made assumes all the obligations of such Guar...

	(2) immediately after giving pro forma effect to such transaction or transactions (and treating any Indebtedness which becomes an obligation of the surviving corporation as a result of such transaction as having been incurred by the surviving corporat...
	(3) the Issuer delivers to the Trustee, in form and substance reasonably satisfactory to the Trustee, an Officer’s Certificate and opinion of counsel, in each case, stating that such consolidation, merger or transfer and such supplemental indenture (i...
	(1) the Affiliate Transaction is on terms that are not materially less favorable to the Issuer or the relevant Restricted Subsidiary than those that would have been obtained in a comparable transaction by the Issuer or such Restricted Subsidiary with ...
	(2) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate value in excess of U.S.$50.0 million, a resolution of the Board of Directors of the Issuer set forth in an Officer’s Certificate certifying t...
	(3) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate consideration in excess of U.S.$75.0 million, a written opinion of an accounting, appraisal or investing banking firm of international standi...
	(1) any issuance or sale of Capital Stock, options, other equity-related interests or other securities, or other payments, awards or grants in cash, securities or otherwise pursuant to, or the funding of, or entering into, or maintenance of, any emplo...
	(2) transactions between or among the Issuer and/or any Restricted Subsidiary, or between and among the Restricted Subsidiaries and any Receivables Subsidiary;
	(3) any transaction in the ordinary course of business between or among the Issuer or any Restricted Subsidiary and any Affiliate of the Issuer that would constitute an Affiliate Transaction solely because the Issuer or a Restricted Subsidiary or any ...
	(4) payment of reasonable and customary fees and reimbursements of expenses (pursuant to indemnity arrangements or otherwise) of officers, directors, employees or consultants of the Issuer or any Restricted Subsidiary;
	(5) the execution, delivery and performance of any Tax Sharing Agreement or any arrangement pursuant to which the Issuer or any Restricted Subsidiary is required or permitted to file a consolidated tax return, or the formation and maintenance of any c...
	(6) any Restricted Payment that is permitted pursuant to the covenant described under “—Limitation on Restricted Payments”;
	(7) any Permitted Investment (other than Permitted Investments described in clauses (3), (10) and (15) of the definition thereof);
	(8) issuances or sales of Capital Stock (other than Disqualified Stock or Designated Preference Shares) of the Issuer or options, warrants or other rights to acquire such Capital Stock;
	(9) transactions pursuant to, or contemplated by any agreement in effect on the Issue Date and transactions pursuant to any amendment, modification or extension to such agreement, so long as such amendment, modification or extension, taken as a whole,...
	(10) transactions with customers, clients, suppliers, or purchasers or sellers of goods or services or providers of employees or other labor, in each case in the ordinary course of business and otherwise in compliance with the terms of the Indenture t...
	(11) transactions, agreements or other arrangements with customers, suppliers, contractors, lessors or sellers of goods or services that are negotiated with an Affiliate, in each case, which are otherwise in compliance with the terms of the Indenture;...
	(12) any participation in a rights offer or public tender or exchange offer for publicly-held securities or debt instruments issued by the Issuer or any Restricted Subsidiary that are conducted on arm’s-length terms and provide for the same price or e...
	(13) transactions between the Issuer or any Restricted Subsidiary and any other Person that would constitute an Affiliate Transaction solely because a director of such other Person is also a director of the Issuer; provided, however, that such directo...
	(14) any transaction effected as part of a Qualified Receivables Financing; and
	(15) Management Advances.
	(1) On or before April 30 following the end of each of the Issuer’s fiscal years (beginning with the fiscal year ended on December 31, 2020), an annual report containing the following information: (a) audited consolidated balance sheet of the Issuer a...
	(2) within 20 Business Days following the end of each of the Issuer’s fiscal quarters (provided that each report relating to the fourth fiscal quarter shall be deemed to be preliminary until such time as the Issuer issues an annual report in accordanc...
	(3) promptly after the occurrence of any material acquisition, disposition or restructuring of the Issuer and the Restricted Subsidiaries, taken as a whole, or any change to the Chief Executive Officer, Chief Financial Officer or external auditors of ...
	(1) the Notes have Investment Grade Rating from each of the Rating Agencies; and
	(2) no Default or Event of Default shall have occurred and be continuing on such date,
	(1) “—Repurchase at the Option of Holders—Asset Sales”;
	(2) “—Limitation on Restricted Payments”;
	(3) “—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”;
	(4) “—Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries”;
	(5) “—Designation of Restricted and Unrestricted Subsidiaries”;
	(6) “—Limitation on Transactions with Affiliates”;
	(7) “—Additional Note Guarantees”; and
	(8) clause (4) of the first paragraph of the covenant described under “—Merger, Consolidation or Sale of Assets—The Issuer.”
	(1) default for 30 days in the payment when due of interest or Additional Amounts, if any, with respect to the Notes;
	(2) default in the payment when due (at maturity, upon redemption or otherwise) of the principal of, or premium (if any) on, the Notes, including failure to make payment to purchase Notes tendered pursuant to an optional redemption, Change of Control ...
	(3) failure by the Issuer or a Guarantor to comply with the covenant described under “—Certain Covenants—Merger, Consolidation or Sale of Assets”;
	(4) failure by the Issuer or a Guarantor for 60 days after written notice (i) to the Issuer by the Trustee or (ii) to the Issuer and the Trustee by the holders of at least 25.0% in aggregate principal amount of the Notes then outstanding voting as a s...
	(5) default under any mortgage, indenture or instrument under which there may be issued or by which there may be secured or evidenced any Indebtedness for money borrowed by the Issuer or any Restricted Subsidiary (or the payment of which is guaranteed...
	(a) is caused by a failure to pay principal of such Indebtedness following the expiration of the grace period provided in such Indebtedness and such failure to make any payment has not been waived or the maturity of such indebtedness has not been exte...
	(b) results in the acceleration of such Indebtedness prior to its express maturity,

	(6) failure by the Issuer or any Restricted Subsidiary that is a Significant Subsidiary or any group of Restricted Subsidiaries that, taken together, would constitute a Significant Subsidiary, to pay final judgments entered by a court or courts of com...
	(7) except as permitted by the Indenture (including with respect to any limitations), any Note Guarantee of a Guarantor that is a Significant Subsidiary or any group of Guarantors that, taken together, would constitute a Significant Subsidiary is held...
	(8) certain events of bankruptcy or insolvency described in the Indenture with respect to the Issuer or any Restricted Subsidiary that is a Significant Subsidiary or any group of Restricted Subsidiaries that, taken together, would constitute a Signifi...
	(1) such holder has previously given the Trustee written notice that an Event of Default is continuing;
	(2) holders of at least 25.0% in aggregate principal amount of the then outstanding Notes have requested, in writing, that the Trustee pursue the remedy;
	(3) such holders have offered the Trustee security and/or indemnity satisfactory to the Trustee against any loss, liability or expense;
	(4) the Trustee has not complied with such written request within 60 days after the receipt of the request and the offer of security and/or indemnity; and
	(5) holders of more than 50.0% of the aggregate principal amount of the then outstanding Notes have not given the Trustee a direction inconsistent with such request within such 60-day period.
	(1) the rights of holders of outstanding Notes to receive payments in respect of the principal of, or interest (including Additional Amounts) or premium, if any, on, such Notes when such payments are due from the trust referred to below;
	(2) the Issuer’s obligations with respect to the Notes concerning issuing temporary Notes, registration of Notes, mutilated, destroyed, lost or stolen Notes and the maintenance of an office or agency for payment and money for security payments held in...
	(3) the rights, powers, trusts and immunities of the Trustee and the Issuer’s and the Guarantors’ obligations in connection therewith; and
	(4) the “Legal Defeasance and Covenant Defeasance” provisions of the Indenture.
	(1) the Issuer must irrevocably deposit with the Trustee (or such entity designated by the Trustee for this purpose), in trust, for the benefit of the holders of the Notes, cash in U.S. dollars, non-callable U.S. dollar-denominated Government Securiti...
	(2) in the case of Legal Defeasance, the Issuer must deliver to the Trustee an opinion of United States counsel reasonably acceptable to the Trustee confirming that (a) the Issuer has received from, or there has been published by, the U.S. Internal Re...
	(3) in the case of Covenant Defeasance, the Issuer must deliver to the Trustee an opinion of United States counsel reasonably acceptable to the Trustee confirming that the beneficial owners of the outstanding Notes will not recognize income, gain or l...
	(4) the Issuer must deliver to the Trustee an Officer’s Certificate stating that the deposit was not made by the Issuer with the intent of preferring the holders of Notes over the other creditors of the Issuer or the Guarantors with the intent of defe...
	(5) the Issuer must deliver to the Trustee an Officer’s Certificate and an opinion of counsel, subject to customary assumptions and qualifications, each stating that all conditions precedent relating to the Legal Defeasance or the Covenant Defeasance ...
	(1) reduce the percentage of principal amount of Notes whose holders must consent to an amendment, supplement or waiver;
	(2) reduce the principal of or change the fixed maturity of any Note or alter the provisions with respect to the redemption of the Notes;
	(3) reduce the rate of or change the time for payment of interest, including default interest, on any Note or obligation to pay Additional Amounts;
	(4) impair the right of any holder of Notes to institute suit for the enforcement of any payment of principal of and interest or Additional Amounts, if any, on such holder’s Notes or the associated Note Guarantee on or after the due dates therefore;
	(5) waive a Default or Event of Default in the payment of principal of, or interest, Additional Amounts or premium, if any, on, the Notes;
	(6) make any Note payable in currency other than that stated in the Notes;
	(7) make any change in the provisions of the Indenture relating to waivers of past Defaults or the rights of holders of Notes to receive payments of principal of, or interest, Additional Amounts or premium, if any, on, the Notes;
	(8) waive a redemption payment with respect to any Note (other than a payment required by one of the covenants described under “—Repurchase at the Option of Holders”);
	(9) release any Guarantor from any of its obligations under its Note Guarantee or the Indenture, except in accordance with the terms of the Indenture; or
	(10) make any change to the amendment and waiver provisions of the Indenture.
	(1) to cure any ambiguity, defect or inconsistency;
	(2) to provide for uncertificated Notes in addition to or in place of certificated Notes (provided that the uncertificated Notes are issued in registered form for purposes of Section 163(f) of the Code);
	(3) to provide for the assumption of the Issuer’s or a Guarantor’s obligations under the Indenture, the Notes and the Note Guarantees in the case of a merger or consolidation or sale of all or substantially all of the Issuer’s or such Guarantor’s asse...
	(4) to make any change that would provide any additional rights or benefits to the holders of Notes or that does not adversely affect the legal rights under the Indenture of any such holder in any material respect;
	(5) to conform the text of the Indenture, the Note Guarantees or the Notes to any provision of this “Description of the Notes” to the extent that such provision in this “Description of the Notes” was intended to be a verbatim recitation of a provision...
	(6) to release any Note Guarantee in accordance with the terms of the Indenture;
	(7) to provide for the issuance of Additional Notes in accordance with the limitations set forth in the Indenture as of the Issue Date;
	(8) to allow any Guarantor to provide a Note Guarantee with respect to the Notes; or
	(9) to evidence and provide the acceptance of the appointment of a successor Trustee under the Indenture.
	(1) either:
	(a) all Notes that have been authenticated and delivered, except lost, stolen or destroyed Notes that have been replaced or paid and Notes for whose payment money has been deposited in trust and thereafter repaid to the Issuer or discharged from such ...
	(b) all Notes that have not been delivered to the Paying Agent for cancellation have become due and payable by reason of the publication of a notice of redemption by the Paying Agent in the name, and at the expense, of the Issuer or otherwise or will ...

	(2) the Issuer or any Guarantor has paid or caused to be paid all sums payable by the Issuer and the Guarantors under the Indenture; and
	(3) the Issuer has delivered irrevocable instructions to the Trustee under the Indenture to apply the deposited money and/or proceeds of non-callable U.S. dollar-denominated Government Securities toward the payment of the Notes at maturity or on the r...
	(1) Indebtedness of any other Person existing at the time such other Person is merged with or into or became a Restricted Subsidiary of such specified Person, whether or not such Indebtedness is incurred in connection with, or in contemplation of, suc...
	(2) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.
	(1) 1.0% of the principal amount of such Notes; or
	(2) the excess of:
	(a) the present value at such redemption date of (i) the redemption price of such Notes at November 12, 2023 (such redemption price being set forth in the table appearing under “—Optional Redemption”), plus (ii) all required interest payments due on s...
	(b) the principal amount of such Note,

	(1) the sale, lease, conveyance or other disposition of any assets by the Issuer or any Restricted Subsidiary; provided that the sale, lease, conveyance or other disposition of all or substantially all of the assets of the Issuer and the Restricted Su...
	(2) the issuance of Equity Interests by any Restricted Subsidiary or the sale by the Issuer or any Restricted Subsidiary of Equity Interests in any Subsidiary of the Issuer (in each case, other than directors’ qualifying shares).
	(1) any single transaction or series of related transactions that involves assets or Equity Interests having a fair market value of less than U.S.$15.0 million;
	(2) a transfer of assets or Equity Interests between or among the Issuer and any Restricted Subsidiary;
	(3) an issuance of Equity Interests by a Restricted Subsidiary to the Issuer or to another Restricted Subsidiary;
	(4) the sale, lease or other transfer of accounts receivable, Accounts Receivable Collection Rights, inventory or other assets in the ordinary course of business and any sale or other disposition of damaged, worn-out or obsolete assets or assets dispo...
	(5) licenses and sublicenses by the Issuer or any Restricted Subsidiary in the ordinary course of business;
	(6) any surrender or waiver of contract rights or settlement, release, recovery on or surrender of contract, tort or other claims in the ordinary course of business;
	(7) the granting of Liens not prohibited by the covenant described under “—Certain Covenants—Limitation on Liens”;
	(8) the sale or other disposition of cash or Cash Equivalents;
	(9) a Restricted Payment that does not violate the covenant described under “—Certain Covenants—Limitation on Restricted Payments,” a Permitted Investment or any transaction specifically excluded from the definition of “Restricted Payments” or, solely...
	(10) the disposition of receivables in connection with the compromise, settlement or collection thereof in the ordinary course of business or in bankruptcy or similar proceedings and exclusive of factoring or similar arrangements;
	(11) the foreclosure, condemnation or any similar action (including as a result of a seizure, expropriation, nationalization, intervention, restriction or other action by or on behalf of any governmental, regulatory or other authority or the foreclosu...
	(12) the disposition of assets to a Person who is providing services (the provision of which have been or are to be outsourced by the Issuer or any Restricted Subsidiary to such Person) related to such assets; and
	(13) sales or dispositions of receivables or Accounts Receivable Collection Rights (or participations or beneficial interests in receivables or Accounts Receivable Collection Rights) in connection with any Qualified Receivables Financing or any factor...
	(1) with respect to a corporation, the board of directors of the corporation or any committee thereof duly authorized to act on behalf of such board;
	(2) with respect to a partnership, the board of directors of the general partner of the partnership or any committee thereof duly authorized to act on behalf of such board;
	(3) with respect to a limited liability company, the managing member or members or any controlling committee of managing members thereof; and
	(4) with respect to any other Person, the board or committee of such Person serving a similar function.
	(1) in the case of a corporation, corporate stock;
	(2) in the case of an association or business entity, any and all shares, interests, participations, rights or other equivalents (however designated) of corporate stock;
	(3) in the case of a partnership or limited liability company, partnership interests (whether general or limited), shares or membership interests; and
	(4) any other interest or participation that confers on a Person the right to receive a share of the profits and losses of, or distributions of assets of, the issuing Person, but excluding from all of the foregoing any debt securities convertible into...
	(1) U.S. dollars, or in the case of the Issuer and any Restricted Subsidiary organized in Mexico, pesos, or in the case of any Restricted Subsidiary organized in Colombia, Colombian pesos, in each case held by it from time to time in the ordinary cour...
	(2) securities issued or directly and fully guaranteed or insured by the U.S. government or any agency or instrumentality of the United States (provided that the full faith and credit of the United States is pledged in support thereof), having maturit...
	(3) marketable general obligations issued by any state of the United States or any political subdivision or any such state or any public instrumentality thereof maturing within one year from the date of acquisition and, at the time of acquisition, hav...
	(4) certificates of deposit, time deposits, eurodollar time deposits, overnight bank deposits or bankers’ acceptances having maturities of not more than one year from the date of acquisition thereof issued by (i) any commercial bank the long-term debt...
	(5) repurchase obligations with a term of not more than seven days for underlying securities of the types described in clauses (2), (3) and (4) above entered into with any bank meeting the qualifications specified in clause (4)(i) above or identified ...
	(6) commercial paper having a rating at the time of acquisition thereof at least “A-2” or the equivalent thereof by S&P or “P-2” or the equivalent thereof by Moody’s, or carrying an equivalent rating by a nationally recognized Rating Agency, if both S...
	(7) interests in any investment company or money market fund which invests 95% or more of its assets in instruments of the type specified in clauses (1) through (6) above.
	(1) the direct or indirect sale, lease, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of related transactions, of all or substantially all of the properties or assets of the Issuer and its...
	(2) the adoption of a plan relating to the liquidation or dissolution of the Issuer; or
	(3) the consummation of any transaction (including, without limitation, any merger or consolidation), the result of which is that any Person (including any “person” (as defined above)), other than one or more Permitted Holders, becomes the Beneficial ...
	(1) provision for current and deferred taxes based on income or profits of such Person and its Subsidiaries which are Restricted Subsidiaries for such period; plus
	(2) without double counting, the Consolidated Interest Expense of such Person and its Subsidiaries which are Restricted Subsidiaries for such period and Receivables Fees; plus
	(3) depreciation, amortization (including, without limitation, amortization of intangibles, subscriber acquisition costs and deferred financing fees) and other non-cash charges and expenses (including without limitation write downs and impairment of p...
	(4) any expenses, charges or other costs related to the issuance of any Capital Stock, any Permitted Investment, acquisition, disposition, recapitalization, listing or the incurrence of Indebtedness permitted to be incurred under the covenant describe...
	(5) any foreign currency translation losses (including losses related to currency remeasurements of Indebtedness) of the Issuer and the Restricted Subsidiaries; plus
	(6) the amount of management, monitoring, consulting and advisory fees and related expenses paid in such period to the Permitted Holders to the extent permitted by the covenant described under “—Certain Covenants—Limitation on Transactions with Affili...
	(7) the amount of any minority interest expense consisting of Subsidiary income attributable to minority equity interests of third parties in any non-Wholly-Owned Subsidiary in such period or any prior period, except to the extent of dividends declare...
	(8) loss on revaluation of derivative financial instruments; plus
	(9) any foreign currency translation gains (including gains related to currency re-measurements of Indebtedness) of the Issuer and the Restricted Subsidiaries; minus
	(10) any extraordinary, exceptional or unusual gain; minus
	(11) non-cash items increasing such Consolidated Net Income for such period (other than any non-cash items increasing such Consolidated Net Income pursuant to clauses (1) through (10) of the definition of “Consolidated Net Income”), other than the rev...
	(1) interest expense attributable to Capital Lease Obligations;
	(2) amortization of debt discount, debt issuance cost and premium;
	(3) non-cash interest expense;
	(4) commissions, discounts and other fees and charges owed with respect to financings not included in clause (2) above;
	(5) costs associated with Hedging Obligations;
	(6) dividends on other distributions in respect of all Disqualified Stock of the Issuer and all preferred stock of any Restricted Subsidiary, to the extent held by Persons other than the Issuer or a Subsidiary of the Issuer;
	(7) any consolidated interest expense that was capitalized during such period; and
	(8) interest actually paid by the Issuer or any Restricted Subsidiary under any Guarantee of Indebtedness or other obligation of any other Person.
	(1) the net income (loss) of any Person that is not a Restricted Subsidiary or that is accounted for by the equity method of accounting will be included only to the extent of the amount of dividends or similar distributions paid in cash to the specifi...
	(2) solely for the purpose of determining the amount available for Restricted Payments under clause (c)(i) of the first paragraph under “—Certain Covenants—Limitation on Restricted Payments,” any net income of any Restricted Subsidiary (other than any...
	(3) any net gain (or loss) realized upon the sale or other disposition of any asset or disposed operations of the Issuer or any Restricted Subsidiaries (including pursuant to any sale leaseback transaction) which is not sold or otherwise disposed of i...
	(4) any one time non-cash charges or any amortization or depreciation resulting from purchase accounting, in each case, in relation to any acquisition of, or merger or consolidation with, another Person or business or resulting from any reorganization...
	(5) the cumulative effect of a change in accounting principles will be excluded;
	(6) any extraordinary, exceptional or nonrecurring gains or losses or any charges in respect of any restructuring, redundancy or severance (in each case, as determined in good faith by the Issuer) will be excluded;
	(7) any unrealized gains or losses in respect of Hedging Obligations or any ineffectiveness recognized in earnings related to qualifying hedge transactions or the fair value or changes therein recognized in earnings for derivatives that do not qualify...
	(8) any non-cash compensation charge or expenses arising from any grant of stock, stock options or other equity-based awards will be excluded;
	(9) any goodwill or other intangible asset impairment charges will be excluded; and
	(10) all deferred financing costs written off and premium paid in connection with any early extinguishment of Indebtedness and any net gain or loss from any write-off or forgiveness of Indebtedness will be excluded.
	(1) acquisitions that have been made by the Issuer or any Restricted Subsidiary, including through mergers or consolidations, or by any Person or any of its Subsidiaries which are Restricted Subsidiaries acquired by the Issuer or any Restricted Subsid...
	(2) if since the beginning of such two consecutive fiscal quarter reference period the Issuer or any Restricted Subsidiary has disposed of any company, any business, or any group of assets constituting an operating unit of a business (any such disposi...
	(3) any Person that is a Restricted Subsidiary on the relevant Calculation Date will be deemed to have been a Restricted Subsidiary at all times during such two consecutive fiscal quarter reference period; and
	(4) any Person that is not a Restricted Subsidiary on the relevant Calculation Date will be deemed not to have been a Restricted Subsidiary at any time during such two consecutive fiscal quarter reference period.
	(1) to purchase any such primary obligation or any property constituting direct or indirect security therefor;
	(2) to advance or supply funds:
	(a) for the purchase or payment of any such primary obligation; or
	(b) to maintain the working capital or equity capital of the primary obligor or otherwise to maintain the net worth or solvency of the primary obligor; or

	(3) to purchase property, securities or services primarily for the purpose of assuring the owner of any such primary obligation of the ability of the primary obligor to make payment of such primary obligation against loss in respect thereof.
	(1) contributions to its Equity Interests; and
	(2) the sale (other than to a Subsidiary of the Issuer) of Capital Stock (other than Disqualified Stock or Designated Preference Shares) of the Issuer,
	(1) interest rate swap agreements, (whether from fixed to floating or from floating to fixed), interest rate cap agreements and interest rate collar agreements;
	(2) other agreements or arrangements designed to manage interest rates or interest rate risk; and
	(3) other agreements or arrangements designed to protect such Person against fluctuations in currency exchange rates, including Currency Exchange Protection Agreements, or commodity prices.
	(1) in respect of borrowed money;
	(2) evidenced by bonds, debentures, notes, loan stock, commercial paper, acceptance credits, letters of credit, bills or promissory notes drawn, accepted, endorsed or issued by such Person (but not Trade Instruments);
	(3) representing non-contingent obligations of such Person to reimburse any other Person for amounts paid by that Person under a letter of credit or similar instrument (excluding any letters of credit or similar instrument incurred and payable in the ...
	(4) representing Capital Lease Obligations;
	(5) representing the balance deferred and unpaid of the purchase price of any property or services due more than one year after such property is acquired or such services are completed;
	(6) representing any Hedging Obligations in respect of interest rate or currency hedging; and
	(7) the principal component of all obligations, or liquidation preferences, with respect to any Disqualified Stock or, with respect to any Restricted Subsidiary, any preferred stock (but excluding, in each case, any accrued dividends),
	(1) Contingent Obligations incurred in the ordinary course of business;
	(2) in connection with the purchase by the Issuer or any Restricted Subsidiary of any business, any post-closing payments to which the seller may become entitled to the extent such payment is determined by a final closing balance sheet or other financ...
	(3) purchase price hold-backs in respect of a portion of the purchase price of an asset to satisfy warranty claims or other nonperforming obligations of the seller;
	(4) obligations under or in respect of a Qualified Receivables Financing to the extent such obligations (other than Standard Securitization Undertakings) are non-recourse to the Issuer or any Restricted Subsidiary; or
	(5) for the avoidance of doubt, any contingent obligations in respect of workers’ compensation claims, early retirement or termination obligations, pension fund obligations or contributions or similar claims, obligations or contributions or social sec...
	(1) any Investment in the Issuer or in a Restricted Subsidiary;
	(2) any Investment in cash and Cash Equivalents;
	(3) any Investment by the Issuer or any Restricted Subsidiary in a Person, if as a result of such Investment:
	(a) such Person becomes a Restricted Subsidiary; or
	(b) such Person is merged, consolidated or amalgamated with or into, or transfers or conveys substantially all of its assets to, or is liquidated into, the Issuer or a Restricted Subsidiary;

	(4) any Investment made as a result of the receipt of non-cash consideration from an Asset Sale that was made pursuant to and in compliance with the covenant described under “—Repurchase at the Option of Holders—Asset Sales”;
	(5) any acquisition of assets or Capital Stock solely in exchange for the issuance of Equity Interests (other than Disqualified Stock) of the Issuer;
	(6) any Investments received in compromise or resolution of (a) obligations of trade creditors or customers that were incurred in the ordinary course of business of the Issuer or any Restricted Subsidiary, including pursuant to any plan of reorganizat...
	(7) Investments in receivables owing to the Issuer or any Restricted Subsidiary created or acquired in the ordinary course of business;
	(8) Investments represented by Hedging Obligations, which obligations are permitted by clause (8) of the second paragraph under “—Certain Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”;
	(9) Investments in the Notes and any other Indebtedness of the Issuer or any Restricted Subsidiary (other than Indebtedness constituting Subordinated Obligations);
	(10) any guarantee of Indebtedness permitted to be incurred by the covenant described under “—Certain Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”;
	(11) guarantees of performance or other obligations (other than Indebtedness) arising in the ordinary course of the business of the Issuer and the Restricted Subsidiaries, including obligations under licenses, concessions or operating leases related t...
	(12) any Investment existing on, or made pursuant to binding commitments existing on, the Issue Date by the Issuer or any Restricted Subsidiary and any Investment consisting of an extension, modification or renewal of any such Investment existing on, ...
	(13) Investments acquired after the Issue Date as a result of the acquisition by the Issuer or any Restricted Subsidiary of another Person, including by way of a merger, amalgamation or consolidation with or into the Issuer or any Restricted Subsidiar...
	(14) any Investment to the extent made using as consideration Capital Stock of the Issuer (other than Disqualified Stock); and
	(15) other Investments in any Person having an aggregate fair market value (measured on the date each such Investment was made and without giving effect to subsequent changes in value), when taken together with all other Investments made pursuant to t...
	(1) Liens in favor of the Issuer or any Restricted Subsidiary;
	(2) Liens on property (including Capital Stock) of a Person existing at the time such Person becomes a Restricted Subsidiary or is merged with or into or consolidated with the Issuer or any Restricted Subsidiary; provided that such Liens do not extend...
	(3) Liens to secure the performance of statutory obligations, trade contracts, insurance, surety or appeal bonds, workers compensation obligations, leases (including, without limitation, statutory and common law landlord’s liens), performance bonds, s...
	(4) Liens securing Indebtedness under Hedging Obligations, which obligations are permitted by clause (7) of the second paragraph under “—Certain Covenants— Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”;
	(5) Liens existing on the Issue Date;
	(6) Liens for taxes, assessments or governmental charges or claims that (a) are not yet due and payable or (b) are being contested in good faith and for which adequate reserves have been made in accordance with IFRS;
	(7) any Liens imposed by the operation of law in the ordinary course of business;
	(8) survey exceptions, easements or reservations of, or rights of others for, licenses, rights-of-way, sewers, electric lines, telegraph and telephone lines and other similar purposes, or zoning or other restrictions as to the use of real property tha...
	(9) Liens created for the benefit of (or to secure) the Notes or the Note Guarantees;
	(10) Liens in favor of customs and revenue authorities arising as a matter of law to secure payments of customs duties in connection with the importation of goods;
	(11) Liens to secure any Permitted Refinancing Indebtedness (excluding Liens to secure Permitted Refinancing Indebtedness initially secured pursuant to clause (1) or (30) of this definition) permitted to be incurred under the Indenture; provided, howe...
	(a) the new Lien is limited to all or part of the same property and assets that secured or, under the written agreements pursuant to which the original Lien arose, could secure the original Lien (plus improvements and accessions to such property or pr...
	(b) the Indebtedness secured by the new Lien is not increased to any amount greater than the sum of (i) the outstanding principal amount, or, if greater, committed amount, of the Indebtedness renewed, refunded, refinanced, replaced, defeased or discha...

	(12) Liens on insurance policies and proceeds thereof, or other deposits, to secure insurance premium financings;
	(13) Liens arising in favor of the Trustee for its own benefit and similar Liens in favor of other trustees, agents and representatives arising under instruments governing Indebtedness permitted to be incurred; provided, however, that such Liens are s...
	(14) bankers’ Liens, rights of setoff or similar rights and remedies as to deposit accounts, Liens arising out of judgments or awards not constituting an Event of Default and notices of lis pendens and associated rights related to litigation being con...
	(15) Liens on cash, Cash Equivalents or other property arising in connection with the defeasance, discharge or redemption of Indebtedness;
	(16) Liens on specific items of inventory or other goods (and the proceeds thereof) of any Person securing such Person’s obligations in respect of bankers’ acceptances issued or created in the ordinary course of business for the account of such Person...
	(17) leases (including operating leases), licenses, subleases and sublicenses of assets in the ordinary course of business;
	(18) Liens arising out of conditional sale, title retention, consignment or similar arrangements for the sale of assets entered into in the ordinary course of business;
	(19) (a) mortgages, liens, security interests, pledges, restrictions, encumbrances or any other matters of record that have been placed by any developer, landlord or other third party on property over which the Issuer or any Restricted Subsidiary has ...
	(20) Liens on property or assets under construction (and related rights) in favor of a contractor or developer or arising from progress or partial payments by a third party relating to such property or assets;
	(21) (a) Liens securing or arising by reason of any netting or set-off arrangement entered into in the ordinary course of banking or other trading activities; or (b) Liens in connection with specified bank accounts (and cash therein) in connection wit...
	(22) Liens (including put and call arrangements) on Capital Stock or other securities of any Unrestricted Subsidiary that secure Indebtedness of such Unrestricted Subsidiary;
	(23) pledges of goods, the related documents of title and/or other related documents arising or created in the ordinary course of the Issuer or any Restricted Subsidiary’ business or operations as Liens only for Indebtedness to a bank or financial ins...
	(24) Liens over cash paid into an escrow account pursuant to any purchase price retention arrangement as part of any permitted disposal by the Issuer or a Restricted Subsidiary on condition that the cash paid into such escrow account in relation to a ...
	(25) limited recourse Liens in respect of the ownership interests in, or assets owned by, any joint ventures which are not Restricted Subsidiaries securing obligations of such joint ventures;
	(26) Liens created on any asset of the Issuer or a Restricted Subsidiary established to hold assets of any stock option plan or any other management or employee benefit or incentive plan or unit trust of the Issuer or a Restricted Subsidiary securing ...
	(27) Liens (a) on escrowed proceeds for the benefit of the related holders of debt securities or other Indebtedness (or the underwriters or arrangers thereof) or (b) on cash set aside at the time of the incurrence of any Indebtedness or government sec...
	(28) Liens (a) on Receivables Assets incurred in connection with a Qualified Receivables Financing or Liens securing Indebtedness or other obligations of a Receivables Subsidiary or (b) securing Indebtedness or other financing arrangements described i...
	(29) Liens on property or assets of a Restricted Subsidiary that is not a Guarantor to secure Indebtedness of such Restricted Subsidiary or any other Restricted Subsidiary that is not a Guarantor;
	(30) Liens securing Indebtedness permitted to be incurred pursuant to the covenant described under “—Certain Covenants—Limitation on Incurrence of Indebtedness and Issuance of Preferred Stock”; provided that at the time such Lien is incurred, and afte...
	(31) Liens incurred in the ordinary course of business of the Issuer or any Restricted Subsidiary securing Indebtedness of the Issuer and the Restricted Subsidiaries that does not exceed at the time the Lien is incurred, and after taking account there...
	(1) the aggregate principal amount (or accreted value, if applicable), or if issued with original issue discount, aggregate issue price) of such Permitted Refinancing Indebtedness does not exceed the principal amount (or accreted value, if applicable,...
	(2) such Permitted Refinancing Indebtedness has (a) a final maturity date that is either (i) no earlier than the final maturity date of the Indebtedness being renewed, refunded, refinanced, replaced, exchanged, defeased or discharged or (ii) after the...
	(3) if the Indebtedness being renewed, refunded, refinanced, replaced, exchanged, defeased or discharged is expressly, contractually subordinated in right of payment to the Notes or a Note Guarantee, such Permitted Refinancing Indebtedness is subordin...
	(4) if the Issuer or any Guarantor was the obligor on the Indebtedness being renewed, refunded, refinanced, replaced, defeased or discharged, such Indebtedness is incurred either by the Issuer or a Guarantor.
	(1) no portion of the Indebtedness or any other obligations (contingent or otherwise) of which (a) is guaranteed by the Issuer or any Restricted Subsidiary (excluding guarantees of obligations (other than the principal of, and interest on, Indebtednes...
	(2) with which neither the Issuer nor any Restricted Subsidiary has any contract, agreement, arrangement or understanding other than on terms which the Issuer reasonably believes to be no less favorable to the Issuer or such Restricted Subsidiary than...
	(3) to which neither the Issuer nor any Restricted Subsidiary has any obligation to maintain or preserve such entity’s financial condition or cause such entity to achieve certain levels of operating results.
	(1) any corporation, association or other business entity of which more than 50.0% of the total voting power of shares of Capital Stock entitled (without regard to the occurrence of any contingency and after giving effect to any voting agreement or st...
	(2) any partnership or limited liability company of which (a) more than 50.0% of the capital accounts, distribution rights, total equity and voting interests or general and limited partnership interests, as applicable, are owned or controlled, directl...
	(1) has no Indebtedness other than Non-Recourse Debt;
	(2) except as permitted by the covenant described under “—Certain Covenants— Limitation on Transactions with Affiliates,” is not party to any agreement, contract, arrangement or understanding with the Issuer or any Restricted Subsidiary unless the ter...
	(3) is a Person with respect to which neither the Issuer nor any Restricted Subsidiary has any direct or indirect obligation (a) to subscribe for additional Equity Interests or (b) to maintain or preserve such Person’s financial condition or to cause ...
	(1) the sum of the products obtained by multiplying (a) the amount of each then remaining installment, sinking fund, serial maturity or other required payments of principal, including payment at final maturity, in respect of the Indebtedness, by (b) t...
	(2) the then outstanding principal amounts of such Indebtedness.
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